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Dynamic metals for a dynamic new wor 


At 60, Anaconda moves ahead with its first primary aluminum — with expanding copper oper- 
ations in Montana and Chile — growing uranium oxide production — new fabricating plants 


120,000,000 pounds of aluminum a year: 
On August 15, Anaconda Aluminum Com- 
pany began to pour primary aluminum. Its 
modern new plant is now in full production 
—an important new source of the vital 
“white metal” to help meet growing needs. 


More copper: Anaconda has greater copper 
ore reserves than at any time in its history. 
Intensive exploration and development 
have revealed large new deposits in Mon- 
tana and in Chile. 

Every bit as important are technological 
advancements in mining and metallurgy. 
Continuing experiences with methods of 
massive block-caving, open-pit mining, and 
ore beneficiation make possible economical 
production from low-grade ores. Expanding 
operations and new ore processing plants 
in both Montana and Chile are helping 
bring the supply of refined copper into bal- 
ance with world requirements. 


More nonferrous metal products: Anaconda 
Wire and Cable Company has seven mills 
manufacturing electrical wires and cables 
with copper and aluminum conductors. The 
American Brass Company has expanded to 
meet the growing new uses for copper and 
copper alloys, is building a new brass mill 
in Los Angeles and a new aluminum fabri- 
cating plant in Terre Haute, Ind. 


More fuel for peaceful atom power: During 
1955, additional facilities at Anaconda’s 
uranium processing plant near Grants, N. M., 
went into action—making Anaconda prob- 
ably the largest single producer of uranium 
concentrates in America. With large-scale 
production from its own uranium ore de- 
posits, Anaconda is making every effort to 
help provide the raw material for tomor- 
row’s manifold peacetime atomic progress. 


Anaconda and its manufacturing com- 
panies are constantly seeking new and bet- 
ter ways of doing things with the world’s 
most extensive line of nonferrous metals 
and mill products. The Anaconda Com- 
pany, 25 Broadway, New York 4, N. Y. 
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THE LITTLE PRINCES AS WELL AS KINGS of 
wealth are the prospects for Trust Ser- 
vices now, according to the consensus at 
the Mid-Winter Trust Conference of the 
American Bankers Association, just con- 
cluded in New York. Still much talk about 
high-tax brackets in addresses and pub- 
licity, but more attention being given to 
the "middle-mass" market — and belief that 
it can be profitably developed — partly 
due to use of Common Trust Funds, better 
planning and cooperation of attorneys, un- 
derwriters, accountants .. . Trust in- 
vestment still heavily on the sacred-cow 
side, but stocks have treated fiduciaries 
and beneficiaries too well to pare ratios 
and take capital gains, though progressive 
policy often is torpedoed by blue-chip, 
blue-stocking committee members... 
Taxes? Always, and likely to distort main 
objectives in estate planning and invest- 
ment judgment — one of best salesmen a 
trustee or insurance company can have for 
pension plans and important individual ac- 
counts. Banking officers coming to recog- 
nize major influence of trust services on 
acquisition and retention of commercial ac- 
counts, especially with prospects of $250 
billion trust assets within this genera- 
tion . . . S.R.O. Sign on door of Pension 
& Profit-Sharing Trust session. Corporate 
Trust service? Room for wide development 
in smaller cities . . . Trust fees have 
been raised modestly in most parts of the 
country, and renegotiation (along with 
charges on principal in a rising market) 
has helped offset the universal rise in 
costs, but many banks still unhappy about 
net results, as shown by a new survey 
+ « « Even so, there's more activity in 
Soliciting and publicizing trust services, 
new visual techniques being used (illus- 
trated by slide films at Conference) to 
get story across to groups .. . The prom- 
inence of private and pension trusts and 
investment advisory services as a great 
investment pool is focusing mounting at- 
tention on the need for reliable and uni- 
form trust statistics, as for stock market 
Studies, and capital formation and saving. 
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Vice-chairman Balderston of the Board of 


Governors of the Federal Reserve System 
remarked necessity to fill this gap in 
data basic to intelligent monetary policy 
on which, with conservative fiscal policy 
to keep money stable, and progressive but 
prudent business decisions, soundness and 
progress of our nation rest so heavily 

- - » (Report of discussions and papers 
given before the Conference will be pub- 
lished in the March issue of Trusts and 


Estates). 


MORE THAN ONE-THIRD OF ALL TRUSTS ARE 
UNDER $25,000, a recent survey by the Amer- 
ican Bankers Trust Division indicates, as- 
Suming an income rate of around four per 
cent. The nation-wide study, covering 862 
reporting trust institutions (about one- 
third of all), reveals that 33.8% of the 
161,591 testamentary, living and life in- 
surance trust accounts under their ad- 
ministration produced income of less than 
$750 a year. Nearly two-thirds (63%) of 
such trusts produced less than $3,000 a 
year income. The A.B.A. makes a valuable 
contribution in thus clearing up the per- 
Sistent myth that trust service is primar- 
ily for the wealthy. (See p. 102 for de- 
tails. ) 





GIFTS TO MINORS made in accordance with 
the provisions of the "Gifts of Securities 
to Minors Act" passed last year by eight 
States (Cal., Colo., Conn., Ca., Ne. Je, 
N. C., Ohio, Wis.) qualify for the annual 
exclusion of $3,000 for Federal gift tax 
purposes, according to a Treasury ruling 
last month. It is understood that the 
Treasury has under consideration a ruling 
on the income tax consequences of these 
gifts. 


IMMEDIATE VARIABLE ANNUITIES would have 
fared well over the past quarter-century, 
according to George E. Johnson. He relates 
common Stock performance and changes in 
the cost of living since 1929 to an in- 
vestment in such annuities alone and in 
combination with a straight annuity at 
various dates since 1929 to show the extent 
to which these devices could achieve the 
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“A Little to the Right, Sir.” 


objectives of a life annuity that would 
keep pace with changes in the purchasing 
power of the dollar. (See page 96.) 


CORPORATION DIVIDENDS IN 1955 SET A 
RECORD at $10.4 billion, according to Com- 
merce Department figures, exceeding the 
previous 1954 record by 12%, with the 
fourth quarter 19% above the corresponding 
period one year earlier. 


"BUSINESSMEN, NOT MIRACLE-MEN" was the 
way Henry Ford 2d aptly characterized his 
company's management, on the eve of the 
epochal public stock offering. "Some peo- 
ple are indulging in wishful thinking 
about their chances for fast and fabulous 
financial gains," was his timely caution. 
Such forthright statements as this, and 
the frank critiques and factual informa- 
tion made public by other top corporation 
executives is one of the most salutary 
demonstrations of the public responsibil- 
ity with which business leaders today ap- 
proach their managerial and financial 
trusteeship. This attitude is a necessary 
corollary of the extension of stock owner- 
Ship among the millions of new investors- 
individual, pension fund and institution- 
al. It is also a welcome contrast to the 
rising tide of political sloganeering and 
demagoguery. AS Mr. Ford further remarked, 
after stating his confidence in the future 
of his country, industry and company: 
"Nevertheless, I consider it my duty to 
say a word of caution and hope that you 
(some 1000 investment bankers concerned 
with the stock issue) will consider my 
views in your discussions with prospective 
investors, particularly the small and the 
new investor." 


S. H. Moerman, chairman and president of 
American-Hawaiian Steamship Co., warned 


OF 


the public about one week later that recent 
"runaway" prices for the stock of his com- 
pany responded to "no good reason" in his 
knowledge. Such candor on the part of a 
top corporation officer is unusual, to say 
the least, but things have changed greatly 
for the better in corporation financial 
relations viewpoints in recent years. 


INSTITUTIONAL INVESTORS HOLD OVER A 
QUARTER TRILLION in securities, with by 
far the largest proportion of corporate 
Stocks and bonds (an estimated $98 bil- 
lion) under administration of corporate 
fiduciaries. Composition of the investment 
holdings of the seven major categories of 
institutions are reported at page 100 and 
Show that for all groups, Government bonds 
accounted for more than half of the port- 
folio totals, with some $132 billion, fol- 
lowed by corporate stocks in the amount of 
approximately $78 billion, and corporate 
bonds aggregating around $54 billion. 
Trust institutions were custodians and 
managers of stockholdings estimated at 
over $62 billion. 


LET'S GET THE RECORD STRAIGHT on invest- 
ment of corporation Pension or Profit- 
Sharing Trusts via the Common Trust Fund 
or pooled investment plan. A number of 
newspapers and magazines miSinterpreted a 
recent news release regarding a Treasury 
Dept. ruling by reporting, as the first of 
its type, a group fund established by a 
New York trust institution. Records show 
that the pioneer bank to operate a pooled 
investment fund for such Trusts was the 
Old Colony Trust Co. of Boston, which 
established a Pooled Profit-Sharing Fund 
on Jan. 9, 1952, and a Pooled Pension Fund 
for corporations on Oct. 31, 1953. Other 
banks which also preceded Manufacturers 
Trust Co. of New York in operation of 
pooled Funds for corporations include 
Philadelphia National Bank, City National 
Bank & Trust Co. of Kansas City, Mo., 
Montreal Trust Co., Central National Bank 
of Cleveland, and Girard Trust Corn Ex- 
change Bank in Philadelphia. 


GENERAL MOTORS POSTED RECORD 1955 
PROFITS OVER $1 BILLION — the first cor- 
poration in the industrial field to enter 
the ten digit bracket. Sales topped $12.4 
billion, largely from capture of nearly 
51% of the total passenger car market, and 
President Curtice predicted that 1956 
sales figures would be "not far off" the 
1955 total. Lest the figure of one billion 
dollars in profit prove a handicap in po- 


(Continued on page 101) 
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IMMEDIATE VARIABLE LIFE ANNUITIES 


How They Would Have Fared Over Last Quarter Century 


Variable life annuities, which have been 
available since 1952 to college professors 
from The College Retirement Equities Fund 
and also to certain employees under pen- 
sion trusts, are now available to the public 
from The Variable Annuity Life Insurance 
Co. of America, which was incorporated 
last year for that purpose. The author is 
president of this company and prior there- 
to was vice president and general counsel 
for the Teachers Insurance and Annuity 
Association and the CREF. In addition to 
having a law degree, Mr. Johnson is a 
chartered life underwriter and a Fellow’ in 
the Gerontological Society, Inc. He has 
been a member of the National Committee 
on the Aging of the National Social Wel- 
fare Assembly. 

With three of the ten largest life insur- 
ance companies in the country having re- 
quested legislation authorizing life com- 
panies to sell variable annuities, the sub- 
ject is gaining increasing importance. In 
presenting this analysis, the editors invite 
comments from interested readers. Editor’s 
Note. 


UCH OF THE DISCUSSION ON VARI- 
M able life annuities in the past has 
been confined to the deferred life an- 
nuity.* Under a typical annual premium 
deferred annuity policy a man may pay 
premiums for 20 or 30 years and re- 
ceive annuity payments for 15 or 20 
years. Over such a long period of time 
there is an opportunity for “dollar cost 
averaging.” The speculative element in 
common stock investments is thus re- 
duced, and the participant has the bene- 
fit of the relatively high yields and the 
average annual appreciation in common 
stock values. This undoubtedly will be 
the primary use of the variable annuity, 
but attention also should be given to 
the use of immediate variable life an- 
nuities, purchased with a single sum 
and providing that annuity payments 
begin at once. 

The Variable Annuity Life Insurance 
Company offers immediate annuities of 
three types: 

(1) A Straight Life Annuity — with 

payments to one person ceasing 
at his death. 


*See, for example, Mr. Johnson’s article in Jan. 
1955 T&E, p. 12. 
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(2) A Joint and Last Survivor Life 
Annuity—with payments through- 
out the lives of two persons ceas- 
ing at the death of the last sur- 
vivor. 

(3) A Life Annuity with Payments 
Guaranteed for 10 Years — with 
payments throughout the life of 
one person and providing that if 
he dies within a 10-year period 
from the date of the policy the 
payments will be continued for 
the balance of the 10-year period 
to his beneficiary. 


The company will pay a certain num- 
ber of units of benefit each month. The 
number of units will not change after 
the policy is purchased, but the value 
of the units will chenge annually to 
reflect changes in the market price and 
yield of the common stocks held by the 
company. 


How Dollar Averaging Works 

Under an immediate variable life an- 
nuity the purchase is made at one point 
in the market so there is no opportunity 
for dollar cost averaging in premium 
payments. This has led some people to 
conclude erroneously that there is no 
opportunity for dollar averaging in 
these policies. That opportunity does 
exist during the annuity payment period 
which normally will run from 15 to 20 
years. This might be called “dollar pro- 
ceeds averaging” rather than “dollar 
cost averaging.” 


Dollar cost averaging occurs when 
at regular intervals an equal number 
of dollars is invested at fluctuating 
prices. The advantage to the buyer 
accrues from the fact that his average 
unit cost will be lower than the aver- 
age of the prices at which the commod- 
ity is purchased since he will automatic- 
ally buy more units at the lower prices. 


If sales are made in equal dollar 
amounts at regular intervals over a pe- 
riod of time at fluctuating sales prices 
we have dollar cost averaging working 
in reverse, because then the average 
proceeds per unit received will be less 
than the average of the sales prices. But 


if sales are made in equal unit amounts 
over the same period the average pro- 
ceeds received for each unit will be the 
same as the average price. The Variable 
Annuity Life Insurance Company uses 
the latter method. It sells a constant 
number of units for the annuitant each 
year. This results in the average pro- 
ceeds received for each unit under an 
immediate variable life annuity being 
the same as the average of the prices 
of the stocks sold. In this way “dollar 
proceeds averaging” is used to reduce 
the usual hazards of common stock in- 
vesting. 


Testing Against Objectives 

For simplicity this article will be 
confined to the use of the Straight Life 
Annuity and will deal with a typical 
case. This is a man who is 65 years of 
age, has no dependents, wants to be 
assured of an income for life, and who 
has $20,000 to invest for this purpose. 


He needs three things: (1) An in- 
come for as long as he lives, whether 
this be 1 month. 50 months, or 500 
months; (2) the maximum amount of 
income possible from the use of both 
capital and income; and (3) an income 
that will vary with the cost of living— 
providing him with the purchasing 
power to obtain the necessities and 
comforts of life. 

The life annuity is very well suited 
to meet the first of these needs. A life 
insurance company can predict with 
near certainty the probability that a 
large group of people will live for a 
certain length of time on the average. 
By merging the experience of the group 
the company can use the funds released 
by the early deaths to provide the pay- 
ments to those who live longer. All 
of the capital and the income from it 
are exhausted in the process. 


The conventional fixed dollar annuity. 
however, has not been meeting the 
other two needs so well. The investments 
supporting it have been confined to low 
yielding debt obligations, sometimes 
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providing only 2% interest. Fiduciary 
investors usually consider that some 
diversification between bonds and stocks 
is desirable. The variable life annuity 
has been designed to provide this di- 
versification. Although variable _ life 
annuities usually will be offered on the 
basis of 100% investments in common 
stocks, they will not be offered as the 
sole solution to the person’s life in- 
come problem. They may be used in 
combination with fixed dollar life an- 
nuities if the annuitant so desires so as 
to secure a balance between the two. 


Some persons prefer such a hedge, 
arguing that if there is a decline in the 
value of the dollar because of inflation 
the variable annuity portion of the 
program should provide more dollars. 
On the other hand, if there is an in- 
crease in the value of the dollar during 
a depression the fixed number of dol- 
lars under the conventional annuity 
portion of the program will provide 
greater purchasing power to offset the 
decline in the number of dollars from 
the variable annuities. Other persons, 
however, will prefer to have all of their 
program either in fixed dollar annui- 
ties or in variable life annuities. 


The conventional fixed dollar annuity 
is not meeting the third need—a con- 
stant purchasing power income. Many 
of our older people who have been 
forced to rely upon a fixed dollar in- 
come from life annuities have been 
hurt severely by the dwindling pur- 
chasing power of the dollar. A vari- 
able life annuity should help to cor- 
rect this difficulty since it should tend 
to vary with the cost of living. Stock 
market prices and living costs do not 
keep perfectly in step and sometimes do 
not move even in the same direction, 
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but the risk of deviation is slight com- 
pared with the greater risk of being 
completely unprotected against dollar 
value fluctuations. 


Past Performance 


Even though the future will not ex- 
actly mirror the past, and no investment 
portfolio will exactly reflect the experi- 
ence of all common stocks, studies of 
past experience are useful in shedding 
light on the problems of the future. 
Assuming that $20,000 was invested in 
single premium contracts beginning in 
each of the years 1935, 1940, 1945, and 
1950 and continuing through 1954, the 
average annual return would have been 
as follows, depending on the allocation 
of this sum: 


RETURN ON $20,000 


-Average Annual Return ———— 


Annuity on Life Annuity 


Starting \% Variable 
Date Variable Fixed \% Fixed 
1935 13.7% 8.1% 10.9% 
1940 13.6 8.1 10.9 
1945 112 8.1 9.6 
1950 10.7 8.1 9.4 


The table shows that the annuitant 
would have fared well during the past 
20 years; with a variable annuity or 
combination of a variable annuity and 
a fixed dollar annuity. 


But Those Dark Years 


“Yes,” one may say, “but how about 
the years 1929 to 1932?” Many econo- 
mists believe that another stock market 
crash of the severity of the 1929-1932 
period cannot happen again and they 
therefore disregard that period in plan- 
ning for the future. But such an ap- 
proach is not satisfactory to most cauti- 
ous investors. 


The crash of 1929 often obscures the 
long-range picture of successful invest- 
ment in common stocks. This is un- 
fortunate. It causes over-prudent in- 
vestors to close their eyes to all of the 
good years. They should remember that 
the period from 1929 to 1932 is a very 
short one in a man’s lifetime. The ac- 
cumulation and pay-out period under a 
life annuity often covers a span of 50 
years. The wisdom of staking the future 
exclusively on the assumption that we 
will have another 1929-1932 stock mar- 
ket slump is open to question. Is it not 
wiser to think in terms of probabilities 
and examine all years—the good as 
well as the bad? We would not ignore 
the 1929-1932 period, but we would try 
to see it in perspective. 

As one would expect, the 1929 ex- 
perience is very bad. By 1932 a com- 








THEORETICAL LIFE ANNUITY FOR MAN 
AGE 65, PURCHASED IN 1935 


Roman Type: $20,000 Invested in Variable Annuity 


Italic Type: $10,000 Invested in Variable Annuity 
$10,000 in Fixed Dollar Annuity 


(1) (2) (3) (4) (5) 
Cost of Real 


Annual % of 1935 Living Income 
Year Annuity Annuity 1935=100 (3)+(4) 
1935 $1,658.60 100% 100 100% 
1,639.50 100 100 
1936 2,322.37 140 101 139 
1,971.39 120 119 
1937 — 2,346.96 142 105 135 
1,983.69 121 115 
1938 1,779.89 107 103 104 
1,700.15 104 101 
1939 1,920.84 116 101 115 
1,770.63 108 107 
1940 1,812.68 109 102 107 
1,716.55 105 103 
1941 1,695.22 102 107 95 
1,657.82 101 94 
1942 1,522.48 92 119 T7 
1,571.45 96 81 
1943 2,013.08 121 126 96 
1,816.76 111 88 
1944 2,190.43 132 128 103 
1,905.44 116 91 
1945 2,648.78 160 131 122 
2,134.62 130 99 
1946 3,028.82 183 142 129 
2,324.65 142 100 
1947 2,692.53 162 163 99 
2,156.50 132 81 
1948 2,759.33 166 175 95 
2,189.90 134 77 
1949 2,750.11 166 173 96 
2,185.29 133 77 
1950 3,367.40 203 175 116 
2,493.94 152 87 
1951 = 4,109.07 248 189 131 
2,864.78 175 93 
1952 4,415.94 266 193 138 
3,018.22 184 95 
1953 4,499.62 271 195 138 
3,060.06 187 96 
1954 5,397.88 325 196 166 
3,501.20 214 109 
Average 2,746.60 166 141 115 
2,183.53 133 96 


Average Annual Return 
on Premium: 13.7% 
10.9% 





THEORETICAL LIFE ANNUITY FOR MAN 
AGE 65, PURCHASED IN 1950 
Roman Type: $20,000 Invested in Variable Annuity 


Italic Type: $10,000 Invested in Variable Annuity 
$10,000 in Fixed Dollar Annuity 


(1) (2) (3) (4) (5) 
Cost of Real 


Annual % of 1950 Living Income 
Year Annuity Annuity 1950=100 (3)+(4) 
1950 $1,658.60 100% 100 100% 
1,639.50 100 100 
1951 2,023.91 122 108 112 
1,822.15 111 103 
1952 2,175.06 131 110 119 
1,897.72 116 105 
1953 2,216.28 134 111 121 
1,918.33 117 105 
1954 2,658.72 160 112 143 
2,139.55 131 116 
Average 2,146.51 129 108 119 
1,883.45 115 106 


Average Annual Return 
on Premium: 10.7% 


9.4% 





Sources for both tables: 


Fixed dollar life annuities: life annuity rate of 
good non-participating life insurance. 

Variable annuity: Variable Annuity Life Insur- 
ance Co.’s rates, adjusted from year to year after 
contract is purchased to reflect changes in com- 
mon stock price index and yields. 


Stock prices and yields: Cowles Commission 
Studies through 1938; Standard & Poor’s Studies 
thereafter. 
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bination of fixed and variable annuity 
would have been only 64% of that ori- 
ginally provided in 1929. This serious 
drop in income would have been com- 
pensated somewhat by the drop in the 
cost of living from 100% to 80%, but 
annuitants on this plan would certainly 
have suffered in 1932. Throughout the 
entire period of 26 years their average 
annual income would have been only 
85% of the initial amount. This would 
have produced an average annual re- 
turn on the premium of only 7%. 

If the entire premium had been used 
to buy a variable life annuity, it would 
have provided in 1932 only 28% of the 








1929 figure. Throughout the 26 year 
period, the average annual income 
would have been only 71%, and aver- 
age annual return on the premium 
5.8%. This picture certainly is not 
good, but it is not catastrophic when 
thought of in terms of purchasing 
power, for under the combined annuity 
plan the average real income would 
have been 82% and under the variable 
annuity plan 64%. 

By contrast, a combination annuity 
beginning in 1932 would have done re- 
markably well. The return would have 
increased dramatically. The average an- 
nual return would have been 173% of 

































































FIRST GAME IN THE ROSE BOWL 


On January 1, 1923, the annual New 
Year's intersectional football game in 
Pasadena was played in the newly com- 
pleted Rose Bowl stadium. The score 
was University of Southern California, 
14; Pennsylvania State College, 3. 
In that year this Bank had been con- 
ducting a Trust Service for Southern: 


Californians for two decades. 
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the initial amount. This would have 
produced an average annual return on 
the premium of 14.2%. If the entire 
$20.000 had been used to buy a vari- 
able life annuity in 1932, the average 
annual return would have been 245% 
of the initial amount, and the average 
annual return on the premium over 
20%. The variable life annuity would 
have been a great help in meeting the 
cost of living changes which increased 
97% over 1932. 
Purchasing Power 

If we think in terms of cost of living 
changes, as we should. an annuitant 
who bought a conventional fixed dollar 
life annuity in 1932 would have fared 
very badly indeed. In terms of pur- 
chasing power his annuity in 1954 
would have been worth only about 50% 
as much as it would have been in 1932. 

An annuitant who purchased a com- 
bination of fixed dollar and variable 
life annuities in 1929 would have fared 
better in terms of purchasing power 
than the annuitant who placed all his 
reliance on the fixed dollar annuity in 
1932. The annuiiant is interested in 
what the dollars will buy. He needs 
what the economist calls a real income 
—an income in terms of purchasing 
power. A guarantee of a fixed number 
of dollars at date is not a 
guarantee of a fixed amount of purchas- 
ing power on that date. 

A review of the past performance of 
stocks and the changes in the cost of 
living indicates that the variable life 
annuity may be a satisfactory solution 
for an individual who wants to get the 
maximum return from his capital and 
the income on it for as long as he lives. 


a future 


There are many possible forms of vari- 
able life annuities and many other ap- 
plications. This article is intended 
merely as an introduction to the subject. 
A A A 
Pros and Cons of 
Variable Annuities 

A 16-page pamphlet entitled “The 
Variable Annuity-—Will It Yield More 
Dollars for Retirement?” was published 
recently by the Amos Tuck School of 
Business Administration. Written by 
Professor Leonard E. Morrissey, it pre- 
sents the pros and cons that have been 
advanced on this controversial subject. 
with the author’s conclusion that life in- 
surance companies should be given the 
power to issue variable annuities. 

Copies of the study may be had from 
Dean Arthur R. Upgren. The Amos 
Tuck School, Dartmouth College. Han- 
over, N. H. 
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ASSETS 


Cash and Due from Banks 
lL. S. Government Securities 
State and Municipal Securities 
Other Securities 

I.oans and Bills Purchased. 
Real Fstate Mortgages . 
Banking Houses . . . 
Interest Accrued. . . . 


Customers’ Liability on 
Acceptances Outstanding 


LIABI 
Deposits . 
Acceptances. 


In Portfolio . 


- » $ §77,057,988.27 
441,079,707.98 

~ + @ §1,263,300.98 
12,875,387.35 
see 811,666,862.04 


° © © © «@ 21,599,211.00 
oa S DRi a 10,715,511.00 
é a ee ees 2,795,851.23 
ee a 29,917,303-70 





$1,958,971,123.55 


LITIES 
$1,754,133,876.38 
$32,169,630.23 


1,318,186.87 30,851,443.36 





Reserves for Taxes, Interest, etc. 


Dividend Payable January 3, 1 
re a 
ae a ae a 


Undivided Profits. 


5 & 18,043,814.30 
956 : : ‘ . I ,500,000.00 
30,000,000.00 


00,000 ,OO0.0O0 


24,441,989.51 1$4,441,989.51 





U. S. Government and other sec 


were pledged for various p 


MEMBER FEDERAL DEPOSIT 


$1,958,971,123.55 


urities carried at $62,503,838.90 


urposes as required by law. 
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SECURITY HOLDINGS of INSTITUTIONAL INVESTORS 


(PNHE SEVEN MAJOR TYPES OF INSTITUTIONAL INVESTORS 
| were administering, at the end of 1954, securities of an 
aggregate value of approximately $265 billion, according 
to official figures and fiduciary asset estimates compiled by 
Trusts AND Estates Magazine. Leading the field in stock 
and bond investments were the trust institutions, with a 
total of $97.7 billion, of which the largest proportion was 
in corporate stocks. 

The Trustee stockholdings, estimated at $62.6 billion, 
combined with some $15.6 billion of corporate bond invest- 
ments, made corporate fiduciaries the largest single stake- 
holder group in American corporations. Investment com- 
panies came second as stockholders, with $7 billion: fire 
and casualty companies were next with $5.4 billion; follow- 
ed by the $3.3 billion held by life insurance companies. 


Government bonds — Federal, State and local— account- 
ed for the largest amount of overall investment by institu- 
tional investors: $132 billion. largely due to the $81 billion 
holdings of commercial banks and the approximately $20 
billions held by trust companies. Corporate stocks were the 
next largest type of investment at around $78 billion, fol- 
lowed by corporate bonds aggregating about $54 billion. 

Figures for fiduciary holdings are not comparable with 
the previous year due to exclusion of certain non-investment 
items and elimination of investments held by certain New 
York State banks for correspondent account. Fiduciary-held 
assets, however. increased sizeably during the year 1954, 
continuing the long-term growth in estate. trust, investment 
agency, custody and pension trust volume and number of 
accounts. 





SECURITY HOLDINGS BY TYPES 
(IN BILLION $ 


TOTAL SECURITIES HELD 





TRUST INSTITUTIONS (Fiduciary Funds) 








62.6 97.7 
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FIRE & CASUALTY INSURANCE COMPANIES 


1.3 





9.4 





INVESTMENT COMPANIES (Mutual Funds) 
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& LOAN ASSOCIATIONS 


SAVINGS 





SOURCES OF 


Trust Institutions: 1954 Report of Comptroller of the Currency for 
National Banks, State Banking Depts. of Ariz., Cal., Conn., Ill., Ind., 
Kans., Me., Mass., N. Y., Ohio, Ore., Pa., Wash. and D. C. Other states 
(with aggregate of $25 billion of trust department assets under admini- 
stration) are estimates as to state banks and trust companies, based 
on known figures or ratios. Figures are latest report date during 1954 or 
Jan. 1, 1955. 


Insured Commercial Banks: 
Corp. 


1954 Report of Federal Deposit Insurance 
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13. 





13.3 
Code 


a Government Bonds 


Corporate Bonds | 


| Corporate Stocks | 


1.9 


2.3 








DATA 


Life Insurance Companies: Institute of Life Insurance report. 
Mutual Savings Banks: National Association of Mutual Savings Banks. 


Fire and Casualty Insurance Companies: Reports to Supt. of Insura: 
in various states. 


ce 


Investment Companies: Staff compilation based on data from National 
Association of Investment Companies and reports of mutual funds to S.F.C. 


Savings and Loan Companies: Home Loan Bank Board, Washington, 
D. C. 
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While no nation-wide official data are available on trust 
company and trust department investments, by major 
classes of securities, a quite accurate picture is given for 
all but the large private trust and investment accounts, from 
the composite holdings of the 223 common trust funds ad- 
ministered by 180 banks and trust companies in 35 states, 
the District of Columbia and Hawaii, which aggregated 
close to $2 billion at the end of 1955. The breakdown shows 
the following percentages compared with ratios at 1953 
reporting dates: 


1954. 1953 
Government Bonds 20.9% 29.4% 
Corporate Bonds 15.6% 16.0% 
Preferred Stocks 11.6% 12.6% 
Common Stocks 49.8% 40.6% 
Cash & Other 2.1% 1.4% 

It should be noted that these same ratios would not apply 
to many larger accounts. where the tax situation results 
in larger commitments in tax-exempt securities. Further- 
more, the apparent increase in proportion of investment in 


common stocks is in large part the result of market appre- 
ciation rather than a shift out of bonds. To some degree it 
is a fairly general practice of trustees to actually hold down 
the proportion of equity holdings that have substantially 
appreciated by putting new commitments largely in bonds, 


or even reducing certain stock holdings. The result, how- 
ever, is still a sizeable increase, estimated at over $6 billion 
between 1953 and 1954, in equity investment. 


The fiduciary figures include an undetermined but 
sizeable amount of assets held in custodian, escrow and 
agency accounts in which the bank-trustee does not exer- 
cise investment supervision, or does so on an advisory basis. 
The Comptroller of the Currency reports that some $30.8 
billion of the $48 billion aggregate of fiduciary assets in the 
1,503 national bank trust departments at the end of 1954 
were in the latter category. It should be borne in mind, 
however, that the more than $12 billion of “trust” funds 
were often recorded at original or below market valuations, 
and apparently do not include all pension trust investments, 
which now aggregate over $12 billion alone in both na- 
tional and state banks and trust companies. 


The figures for Trustee and other institutional investment 
holdings assume even more significance when compared 
with other national aggregates at the 1954 year end: 

Deposits of all U. S. Commercial 
& Savings Banks 
Value of all Stocks listed on N. Y. 
Stock Exchange $169 
Publicly held U. S. Government 
Securities $233” 
Current Assets all U. $. Corporations $187” 


£212 Billion 





NEWSORAMA (continued from page 94) 


litical and labor circles, it should be 
related to such factors as: 


$3,127,000,000 paid to 624,000 average 
employees in this country and abroad 

Approximately $1.6 billion in Federal, 
State and local taxes 

Some $278 million in dividend payments 
to 540,947 stockholders 


These shared earnings will not only permit 
individuals to purchase more motor cars, 
thus aiding employment of more than one 
million workers in automotive and allied 
lines but will likewise help to Support 
pension welfare and retirement funds, col- 
leges, hospitals, churches and charitable 
foundations. 


SENATE FREED NATURAL GAS PRODUCERS from 
FPC regulation by passage on February 6th 
of the hotly-debated measure approved last 
year by the House. Although President 
Eisenhower has taken no stand publicly, 
there is no evidence of opposition in that 
juarter. Natural gas stocks strengthened 
with the news and later eased but finan- 
clal circles are pleased at elimination of 
peacetime price controls which could logi- 
cally be extended to other commodities. 


1956 CAPITAL DEMANDS MAY EXCEED SUPPLY 
by around $1.7 billion according to annual 
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eStimate prepared by Girard L. Spencer of 
Salomon Brothers & Hutzler. For details 
see page 127. 


MANY AN EXECUTOR HAS UNWITTINGLY DE- 
STROYED valuable historical papers because 
of failure to recognize their value ac- 
cording to Frank N. Elliott of the Wis- 
consin Historical Society. Writing in this 
issue (page 112) he offers suggestions for 
determining whether or not documents may 
possess historical interest and should be 
preserved, as by gift to an appropriate 
society or library. 


TRUST DEPARTMENT JOINS TV QUIZ=-PARADE: 
The new quiz show "Do You Trust Your 
Wife," which premiered January 3rd over 
the CBS television network, has estab- 
lished a trust fund with the "world's 
largest bank," Bank of America in San 
Francisco, to pay each program's winning 
couple $100 per week for a year. The suc- 
cessful husband-wife team has an oppor- 
tunity on the subsequent program to con- 
quer its best contestants and extend the 
income for another year, and so on, theo- 
retically for life. 


67 OF THE FIRST 131 ANNUAL BANK REPORTS 
reviewed reported growth in trust assets, 
14 of them citing new records. Only one 
revealed a decline. 39 reported higher 
gross earnings and 17 of these were all 
time highs. For summary of trust depart- 
ment items in the 131 reports see page 16l. 
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Small Trusts Make Up Bulk Of Business 


Over 63 per cent of personal trusts 
now in effect produce an annual income 
of less than $3,000, according to a 
survey of 862 trust institutions in every 
state in the Union. In announcing the 
results Richard P. Chapman, president 
of the Trust Division and of The Mer- 
chants National Bank of Boston, noted 
that “since trust investments are handled 
within a strict legal framework,” the 
size of the annual income produced is 
a fairly accurate yardstick of the size 
trust involved. The survey also shows 
that 33.8 per cent of trusts are in the 
very smallest size group—those pro- 
ducing income under $750 a year. 

The 862 institutions covered in the 
survey, which was limited to testamen- 
tary trusts, living trusts, and life insur- 
ance trusts, represent about one-third 
of the trust institutions in the United 


States. They reported 161.591 trusts for 


purposes of the poll. 

The survey is the third of its type 
conducted by the Trust Division. Mr. 
Chapman pointed out that, since the 
first survey in 1941, the income group 
percentages have been shifting slightly 
into higher brackets, reflecting the gen- 
eral economic conditions of the country 
and the inflationary spiral over the pe- 


riod. During this period, the national 
personal income figures increased 298.8 
per cent. In 1941, 76.6 per cent of 
trusts reported produced income of 
less than $3,000. This figure declined 
to 73.5 per cent in the 1946 survey 
compared to the latest figure 63.7 per 
cent. 


However, the next highest group of 
trusts experienced an increase. In the 
$3,001 to $7,000 group, the percentage 
of trusts went up from 12.2 per cent in 


ization of the trust business over the 
fourteen-year period. The 1941 propor- 
tion of the business in the northeast- 
ern states (New England and Middle 
Atlantic States, Ohio, and the District 
of Columbia) was 73.4 per cent of the 
trusts reported; in 1946 the figure had 
declined to 71.6 per cent of the national 
total, and by 1955 to 68.7 per cent. The 
North Central states also declined in 
proportion (from 10.6 per cent in 1941 
to 9.7 per cent in 1955) while increases 
were shown for Southeastern (4.8 to 


6.3). South Central (3.6 to 4.5), North- 


1941 to 13.9 per cent in 1946 to 17.6 western (1.4 to 1.8) and Southwestern 
a — ae (ee OS). 

per cent in 1955. Regardless of these : i - : 

New York led the size-of-the-busi- 


slight shifts upward, the trust business 
remains overwhelmingly a service to 
middle-income people, with over 95 per 
cent of the trusts producing income of 


less than $25,000. 


The percentage breakdown for the 


ness list with 119 institutions reporting 
40,140 trusts. Pennsylvania was second, 
with 109 institutions reporting 33,330 
trusts. California was third in number 
of trusts reported with 12.473; followed 
by Massachusetts with 11,447, 


and 


various income-producing groups are: 
33.8 per cent of the trusts reported pro- 
duced income of less than $750 annu- 
ally; 9.1 per cent produced $751 to 
$1,200; 20.8 per cent produced $1,201 
to $3,000: 17.6 per cent produced 
$3,001 to $7,000; 5.7 per cent produced 
$7,001 to $10,000; 8.6 per cent pro- 


Ohio with 9,479. 

The accompanying table reveals a 
state-by-state breakdown of the figures 
gathered in the survey. 


A A A 


Shareholders Counted 


duced $10,001 to $25,000; and 4.4 @ At the end of 1954 the nation’s 100 
per cent produced income of over largest non-financial corporations had 
$95.000. 8,570,000 registered shareholders accord- 


ing to a survey made by the First Na- 













































































a oe eS | ft. Chapman re tional City Bank of New York snd re- 
i stitutions|State Re- Under Under Under Under | marked that the sur- ported in Nation’s Business. This com- 
tate Reporting | ported $3,000 1. , 200 3, 000 1,200 | oe Be — : 
Alebama Ti 616 3 : 55.0 Sue Be. | vev indicates a con- pares with a total of 7,200,00 four years 
Arizona 2 217 | 59.0 32.7 1201 520 s< : : we ae 
Arkansas 7 212 | 63.2 43.9 gil 398 | siderable decentral- earlier. 
California 23 12,473 59.8 35.6 1186 558 | — ——— - 
Colorado 12 1,249 | 64.5 38.2 1128 522 | 
Connecticut 29 2,837 66.0 4h. 966 465 | Pe 
Delaware 5 3,228 | 52.4 34.2 1021 | 463 | 
Dist.of Columbie 4 1,714 | 62.4 39:7 1085 | 539 | 
Florida 12 784 | 66.2 41.6 985 |} = 374 | 
Georgia 8 1,285 | 63.5 40.2 1008 | 430 | 
Idaho | 2 104 | 79.8 67.3 | 60h | 332 | 
Illinois i ae 6,820 | 51.5 30.7 | 1148 } Wok | 
Indiana | 39 1,957 | 69.7 52.1 749 | Se 
Iowa | 25 584 | 72.1 54.6 | 75% | 358 
Kansas | 22 hor | 74.9 53.5 | 796 | 329 
Kentucky 7 599 | 66.0 43.1 | 1026 528 
Louisiana | 8 391 89.3 58.6 } 1111 | 513 
Maine | ag 723 | 78.5 55-3 | eho | 360 | 
Maryland 11 Tel 62.5 39.3 1034 | AhS | 
Massachusetts 47 12,447 | 55.9 30.7 1205 | Shy 
Michi gan 12 1,759 | 57.8 10.3 965 95 
Minnesota 5 2,629 | 62.0 38.3 1069 | 4al 
Mississippi 7 246 | 74.8 57.3 727 363 
Missouri 16 3,221 57.2 } 35.8 1064 | 493 
Montana 6 123 74.8 54.5 929 | 43k | 
Nebraska 3 509 | 67.0 5.0 945 | M53 | 
Nevada 1 100 | 47.0 30.0 1002 | 366 | 
New Hampshire 11 331 68.6 45.0 1046 | 490 
New Jersey 58 5,232 | 70.5 50.4 818 334 
New Mexico 2 | 96 63.5 26.4 1124 568 
New York 119 «| «40,1240 | 59.2 37.4 1018 | ise 
North Carolina 19 | 2,091 67.5 47.8 876 | ag 
North Dakota 3 | 85 | 73-0 55.4 896 | 529 
Ohio 30 | 9,479 | 52.3 | 30.2 1130 | S95 
Oklahona e i 376 | 58.0 42.0 863 | 462 
Oregon 3 | 874 | 66.0 | 42.7 1034 523 
Pennsylvania 109 | 33,330 | 76.9 } 61.1 642 288 
Rhode Island 2 | 1,682 | 52.9 29.2 1188 } §10 | 
South Carolina 9 | 778 | 72.8 | 7.2 | 987 462 | 
South Dakota 6 | 228 | 77-7 60.1 | 692 | 327 «| 
— > 2a ce | a | ag Ro | as | Nicknamed “Riffling Ralph,” this new machine counts stock certi- 
Utah 1a "66 | 80.9 | 57.9 a2 | 436 | ficates at the rate of 60,000 an hour or eight times as fast as the 
| | | . . 
Vermont . 4 387 | 87-2 | 74% 479 230 normal counting rate. It was installed recently by Guaranty Trust 
Virginia } 33 | 2,469 | 73.5 53.0 838 05 | ' Jew York i f its ansfer 
ectaaten | 9 | 661 6b Ss ose a | Co. of New York to further the automation of its stock transfe 
West Virginia | 6 578 | 75.3 54.2 799 361 department and enable it to keep pace with a greatly increased 
Wisconsin , ag 1,154 | 82.8 62.6 749 360 volume of business. Guaranty is the first commercial bank in the 
Sraig a 7m _T2:2 2:5 oa = country to utilize the machine, which is manufactured in England 
NAT. AVERAGE 862 161,591 | 63.7 42.9 935 yaa by Vacuumatic, Ltd. and distributed in the United States by 
Vacuumatic North America, Inc. Photo shows Guaranty transfer 
State breakdown of Trust Income Survey. vault officer John McCaron at the controls. 
102 TRUSTS AND ESTATES 





Aw 


- 


QO — mae LY 


arti- 
the 
rust 
sfer 
ised 
the 
and 
by 


sfer 


‘TES 





















7394094 
ite. ttt | 
- 


aon 


(FESS OO er eee 


i 


} 


TeRyESRA 
OORT AARIM, 


Will rt wore for her? 


She would never design or operate this 
huge milling machine; engineering is not 
her field. But it might be to her advan- 
tage to invest in a company that makes 
or uses it. 

Yet this act of investing calls for 
technical knowledge that compares in 


scope with that of the engineer. Facts 
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their own requirements, 


i 
States Crust Crmpart 
: ¢ New York 


treet, New York 9, 


45 Wall S 


and figures...imagination...judgment... 
authority to act—all these are essential 
in our management of invested funds. 
At the United States Trust Company, 
women find the knowledge and the 
personal counsel which their investment 


problems call for... policies shaped to 


; {ARTERED 1853 ’ 
: New York 
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Liquidation and aluation of 


Business Interests In Estates 


ROSCOE L. EGGER, Jr. 


Attorney, Cann Lamb Long & Kittelle, Washington, D. C. 


UR PRESENT PROBLEM IS TO EXAM- 
O ine the various ways in which 
business interests may be realized upon 
without devastating tax consequences to 
the estate or heirs, and as a corollary 
to observe some of the related problems 
of valuing such interests. 


The principal objective in each case 
is to obtain capital gain treatment of 
the sale or other liquidation of the 
business interest, thus taking advan- 
tage of the estate-tax-value basis. As a 
practical matter, in most cases, little or 
no gain or loss will be realized upon 
a sale or exchange within a short time 
after death. 


Each of the three principal types of 
business entity has its own special prob- 
lems in this connection and will be 
taken up separately. 

I. The Sole Proprietorship 
(A) Liquidation 

A sale of the business by the proprie- 
tor during his lifetime, even though sold 
as a going concern, is not treated as 
the sale of a single capital asset, but 
is treated as the sale of the various 
separate assets of the business’ and the 
naiure of the gain or loss is determined 
by the nature of the assets sold. In the 
case of the sale or liquidation of a 
proprietorship by an executor or ad- 
ministrator, the result is usually differ- 
ent. Where the business is sold pursuant 
to the duty of the personal representa- 
tive to carry out an orderly liquidation 
and distribution of the estate, all of the 
assets are treated as capital assets in his 
hands since he is not considered as 
carrying on a trade or business.” 


Even in the case of a personal repre- 
sentative who retains the business for 
a period of time while attempting to 
locate buyers, eventual liquidation of 


*From an address at Washington (D. C.) Life 
Insurance and Trust Council, Nov. 9, 1955. 

1Williams v. McGowan, 152 F. 2d 570; Watson v. 
Comm., 345 U.S. 544, 552. 

*Garrett v. United States, 120 F. Supp. 193; Est. 
of Ferber, 22 T.C. 261; Adams v. Comm., 110 F. 
2d 578. 
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the business inventory has been treated 
as a capital transaction, notwithstand- 
ing that income realized during the pe- 
riod of continued operation was treated 
as ordinary income.® 


(B) Valuation 

The value of a sole proprietorship is 
usually arrived at by an appraisal of 
the tangible assets of the business and 
adding thereto a value for intangible 


_assets including goodwill. In general, 


intangibles are valued by placing a 
value on the earning capacity of the 
business which is in excess of the nor- 
mal earnings which would be produced 
by invested capital. 


The government, back in 1920, adopt- 
ed this approach for tax purposes in 
A.R.M. 344which sets forth a descrip- 
tion of the procedure to be followed in 
valuing intangibles. The earnings in 
excess of a reasonable rate of return on 
invested capital are capitalized or multi- 
plied by a given number representing 
the number of years’ earnings required 
to purchase the intangibles to produce 
the value of the intangible assets. Speak- 
ing very generally, the number of years’ 
purchase used in estimating goodwill 
ranges from 2 to 5 depending on the 
nature of the business, and the rate of 
return on invested capital used in ar- 
riving at excess earnings is usually con- 
sidered to be 8% to 10%. 


There are, however, so many external 
factors to be considered in valuing 
goodwill that no formula can be con- 
sidered as more than a guide to a 
starting point. Economic conditions 
such as war demand must be considered 
along with such factors as monopolistic 
or quasi- monopolistic circumstances, 
market conditions, uniformity of earn- 
ings, and the effect on earnings of de- 
cedent’s absence from the business. 


II. The Partnership 
The Internal Revenue Code of 1954 


3Est. of Ferber, supra. 
4C.B. June 1920, p. 31. 


provides a whole new set of rules gov- 
erning the taxation of partners and 
partnerships. They were intended to 
clarify prior law and to eliminate cer- 
tain inequities. 

(A) Liquidation 

The 1954 Code just as under prior 
law provides the general rule that gain 
or loss from the sale or exchange of 
a partnership interest is capital gain 
or loss.® Section 736, however, contains 
specific rules for the treatment of pay- 
ments made in liquidation of the inter- 
est of a retiring or deceased partner. 
To the extent that such payments are 
deemed to be in exchange for the part- 
ners interest in partnership property, 
the payments are accorded capital gain 
or loss treatment. The balance of such 
payments are treated as distributive 
share of partnership income or as guar- 
anteed payments, resulting in either 
case,® in ordinary income to the recipi- 
ent. 

The payments governed by Section 
736 are money payments made in li- 
quidation of the retiring or deceased 
partner’s interest. When such payments 
are received it is necessary to allocate 
them as between liquidating distribu- 
tions and distributive share or guaran- 
teed payments. Speaking generally. the 
payments are deemed to be distributions 
to the extent of the value of the retir- 
ing or deceased partner’s proportionate 
share of partnership assets. That is the 
market value of the assets at the time 
of the liquidation transaction. To the 
extent such payments, treated as dis- 
tributions, exceed the basis for the re- 
tiring or deceased partner’s interest in 
the partnership, such excess is treated 
as long-term capital gain provided the 
interest has been held for more than 
six months.‘ 


There are three exceptions to the 
capital gain treatment of paymen's at- 


5IRC § 741. 

8IRC §§ 702, 707. 

7The holding period of a deceased partner’s suc- 
cessor in interest begins at date of death. 
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“What this house needs is automation!” 


tributable to the retiring or deceased 
partner’s interest in partnership prop- 
erty. These relate to payments for “un- 
realized receivables,” “inventory items 
which have substantially appreciated in 
value” and goodwill. In general, the 
term “unrealized receivables” refers to 
rights to payment for non-capital goods 
and services not previously included in 
income. Substantially appreciated in- 
ventory items mean inventory items 
(such as stock in trade) of the partner- 
ship if, (1) the fair market value of 
all inventory items exceeds 120% of 
the partnership’s adjusted basis for such 
items, and, (2) exceeds 10% of the fair 
market value of all partnership property 
other than money. 

Payments attributable to unrealized 
receivables are fully taxable as distribu- 
tive share or guaranteed payments. 
Those attributable to goodwill are 
treated likewise unless payment for 
goodwill is provided for in the partner- 
ship agreement, in which case goodwill 
is accorded capital gain treatment.® 
Payments attributed to appreciated in- 
ventory items are also ordinary income, 
except that a portion of the basis for 
the partnership interest is allocated to 
such inventory items and only the ex- 
cess of the payments attributed to such 
items over their bases to the recipient 





SIRC § 736(b). 


constitutes income, whereas in the case 
of unrealized receivables and goodwill 
no part of the basis is allocable to them. 
A simple example will serve to illus- 
trate the manner in which these rules 
are applied. Suppose the ABC partner- 
ship has the following balance sheet. 








Assets 

Basis Value 
Cash $10,000 $10,000 

Unrealized Re- 
ceivables -0- 6,000 
Inventory 10,000 15,000 
Fixed assets 10,000 14,000 
$30,000 $45,000 

Liabilities & Capital 

Basis Value 
A Capital $10,000 $15,000 
B ” 10,000 15,000 
C 10,000 15,000 
$30,000 $45,000 


Assume that A dies and D inherits his 
interest. D agrees to surrender A’s in- 
terest for payments totaling $15,000. If 
the same values applied at the date of 
A’s death, D’s basis for the interest 
would be $15,000. The value of D’s in- 
terest in property (excluding unrealized 
receivables) is $13,000 (14 of the value 
of the assets other than unrealized re- 
ceivables) which amount would be 
treated as a liquidating distribution. 
Since the $13,000 does not exceed his 
basis, no gain is realized. The remain- 
ing $2,000 would be treated as ordi- 
nary income. But, if D’s basis is $15,- 
000, does he also realize a capital loss 
of $2,000?9 


The proposed regulations provide 


that Section 736 applies only if more 
than one payment is made, and pay- 


®This anomalous result follows from the fact that 
payments for unrealized receivables are not con- 
sidered as made in exchange for an interest in 
partnership property but are treated as payments 
under § 736(a). 
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ments are made in more than one tax- 
able year.'° ny 

To the extent payments made to a 
retiring partner or deceased partner’s 
successor are treated as distributive 
share or guaranteed payments, the dis- 
tributive shares of the remaining part- 
accordingly reduced. The 
theory of the statutory scheme is to tax 
the recipient on all ordinary income 
items for which he is paid and to re- 


ners are 


lieve the remaining partners of tax 
thereon. 

From a_ planning standpoint the 
agreement of the partners as to amounts 
to be treated as distributions and as 
payment for goodwill will be accepted 
within reasonable limitations. It is 
therefore possible for partners to con- 
trol, at least to some extent, the portion 
of the payments which will be taxed as 
income to the recipient and the amounts 
which will be taxed to the remaining 
partners. This facilitates the arrange- 
ment of so-called “mutual insurance” 
among partners, whereby the remain- 

10Reg. § 1.736-1(a) (2). It is interesting to note 
that if the payment is made in a lump-sum, § 736 
would not apply, and if § 743 applies or if the in- 
terest is sold within 2 years, a portion of a trans- 
feree partner’s basis would be allocable to unreal- 
ized receivables. D in the above example would 


then realize no gain or loss and no income. See 
Reg. § 1.751-1(a) (2). 





American Appraisals 
give the executor 
the value of the estate 


Trust Officers and Executors depend 
on American Appraisal Company’s 
over half-century of experience to 
provide the fair market values for es- 
tate and inheritance taxes and for 
distribution of assets. 


The 
AMERICAN 


APPRAISAL 


Company 


leader in property valuation 
HOME OFFICE: MILWAUKEE 1, WIS. 
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ing partners can acquire a retiring or 
deceased partner’s interest out of non 
tax-paid income. 


It will be observed that by reason 
of the estate-tax-value basis to the heir 
of a deceased partner," if the liquida- 
tion takes place shortly after the death 
of the deceased partner, little or no gain 
or loss is realized except as to unreal- 
ized receivables and goodwill not pro- 
vided for in the partnership agreement. 


Under Section 706(c) (2) of the new 
Code, the partnership taxable year with 
respect to a partner who dies does not 
until his sold, ex- 
changed or liquidated. Thus, the former 
problem of lumping into one taxable 
year more than 12 months’ has been 
fairly well eliminated for the future, 
alhough there may be some minor 


close interest is 


points of uncertainty. 
(8) Valuation 


The problem of valuation of partner- 
ship interests is again essentially a ques- 


‘tion of valuing intangibles, such as 


goodwill. There is, however, one ques- 
tion relating to the amount includible 
in a decedent’s gross estate where the 
decedent is entitled to payments attribu- 
table to unrealized receivables or to pay- 
ments in the form of mutual insurance. 

Take, for example, a case where the 
decedent’s estate is certain 
payments of future income in excess of 
his 


to receive 


interest in partnership property. 
Under prior law such right to income 
payments was held not includible in the 
gross estate.'* No change in the 1954 
Code directly covers this point; how- 
ever, Section 753 provides that such 
payments are to be considered as_in- 
come in respect of a decedent under 
691. 691 
deduction for income tax purposes of 
the amount of the estate tax attributable 
to the value of the right to receive the 
income. Thus, the income tax provision 


Section Section provides a 


appears to assume that such rights are 
part of the decedent’s estate. It will be 


interesting to see what position the 
Treasury takes on this point.’ 
The effect of buy-out or buy-sell 


“This result did not follow in the recent case of 
Wasserman, 24 T.C. 3128, where the partnership 
agreement provided that the interest of a deceased 
partner was to pass to the remaining partner. 
The court held that the remaining partner (dece- 
dent’s wife) succeeded to the decedent’s interest 
by contractual arrangement and not by inher- 
itance. 

12Bull v. United States, 295 U.S. 247. 


13Assuming the government attempts to include 
these income rights in the gross estate of a de- 
ceased partner, then the question arises as to how 
such rights can be valued. If the rights are con- 
tingent on future earnings the valuation of such 
rights would raise problems similar to those in- 
volved in valuing goodwill. 


agreements, which also affect corpora- 
tions, will be discussed under a separate 
heading below. 


Ill. The Corporation 
(A) Liquidation 


Stock in a closely held company may 
be sold by the estate in most cases with- 
out undue tax consequences,'* in the 
same fashion as stock of publicly owned 
companies. In a great many instances, 
however, it is desirable for the corpo- 
ration to redeem part or all of the stock 
of the estate. 


303 of the 1954 Code, in 
general, permits capital gain (rather 
than dividend) treatment of distribu- 
tions in redemption of stock included 
in an estate to the extent of the estate, 
inheritance, legacy and succession taxes 
brought about by the death of the dece- 
dent, plus funeral and administration 
expenses, allowable as deductions to the 
estate. the statute 
certain limitations on the application of 
this rule. Sale (i.e. capital gain) treat- 
ment is accorded the redemption only 
if the value of all the stock of the cor- 
poration included in the gross estate is 
either more than 35% of the gross es- 
tate or 50° of the taxable estate. The 
1954 Code added another provision 
which permits redemption of the stock 
of which 
might not qualify individually under 
the above percentage rules. if the com- 
bined values of the stock meet the per- 
centage requirements and the gross es- 
tate includes more than 75% 


Section 


However, imposes 


two or more corporations 


in value 
of the entire outstanding stock of the 
companies. 

The redemption must take place with- 
in the statutory period for assessment 
of the estate tax!’ or within 90 days 
after such period expires; or. if a peti- 
tion has been filed in the Tax Court 
to redetermine a deficiency of estate 
tax, the redemption may be made with- 
in 60 days after the decision of the Tax 
Court becomes final. 

These special redemption rules apply 
not only to stock held by the estate, but 
apply as well to stock held in trust, or 
by an heir, beneficiary or other trans- 
feree of the decedent so long as the 
stock is includible in the 
estate.'® 


decedent s 


In some cases the special rules may 
be too restrictive and it may be neces- 


14Tt is essential that any sale of close corporation 
stock be checked against the collapsible corporation 
provisions. See IRC § 341. 


MIRC § 6501(a). 


The rules even apply to an inter vivos donee if 
the transfer was in contemplation of death. 
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sary or desirable to redeem more stock 
than is permitted under Section 303. 


Section 302 of the 1954 Code pro- 
vides rules of general application to 
distributions in redemption of stock, 
and these rules are applicable to es- 
tates as well as other taxpayers. The 
statute provides for three principal types 
of redemption which will be accorded 
capital gain treatment.’‘ One type is 
the “substantially disproportionate re- 
demption.” A redemption is substanti- 
ally disproportionate as to any one 
stockholder provided the ratio of both 
the voting stock and the common stock, 
owned by the stockhelder after the re- 
demption, is less than 80% of the same 
ratio which he owned immediately be- 
fore the redemption. In other words, 
the stockholder’s percentage ownership 
of both common stock and voting stock 
must be reduced by the distribution by 
more than 20%. 

This does not mean that to reduce 
his ownership 21 percentage points 
would qualify: his ownership ratio must 
be reduced by more than 20%. For 
example, suppose A owns 100 of the 
400 outstanding shares of voting com- 
mon stock. His ownership ratio before 
any redemption is thus 25%. To redeem 
21 shares of A’s stock would leave him 
(after the redemption) with an owner- 
ship ratio of 20.84% (79/379) which 
would not be less than 80% of his origi- 
nal 25%. It would be necessary to re- 
deem at least 26 shares of A’s stock in 
order to qualify the redemption as 
substantially disproportionate. This 
would give A an ownership ratio of 
19.79% after the redemption. It must 
be kept in mind that the 80% test is 
applied to the voting stock and must 
also be applied to any common. stock 


held. 


The statute also provides that a re- 
demption will not qualify as substanti- 
ally disproportionate unless immediately) 
after the redemption the stockholder 
owns less than 50° of the total voting 
power of all classes of stock entitled 
io vote. Thus, in a one-man corpora- 
lion no redemption would qualify as 
“substantially disproportionate” since 
he would always own 100% of the 
\oling stock regardless of the number 
ot shares redeemed. 


in any substantially disproportionate 
icdemption, the 80% rule must be met 
with respect to voting stock and also 


. \ fourth type provided in section 302(b) (4) 
mates to redemption of certain railroad corpora- 
lon stock, not deemed pertinent to this discussion. 


(Continued on page 166) 
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This latest Home Insurance 
Company advertisement talks to 
people who own cars—your 
customers and ours. 


It sells the importance of 
quality insurance coverage, and 
it’s to the advantage of bank 
as well as borrower to specify 
the best insurance protection 
that can be had. 


Your local agent of The Home 
Insurance Company will be glad 
to cooperate with you in every 
way he can. Get acquainted 
with him. 
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1s BUSINESS INSURANCE IN DANGER? 


Fraud and Misrepresentation a Valid Defense 


ROWLAND H. LONG 


General Counsel, Massachusetts Mutual Life Insurance Co., Springfield, Mass. 





In the September 1955 issue, we published 
a discussion by John Alan Appleman, the 
tenor of which is that the contestability 
clause in life insurance policies undermines 
the protection of insurance funding stock 
and partnership interest purchase plans. 
That discussion was originally prepared as 
part of the new pocket part for his twelve- 
volume treatise on Insurance Law and Prac- 
tice, and was offered by him to T.&E. for 
advance publication with the permission of 
West Publishing Co. The accompanying 
paper by Mr. Long, likewise unsolicited, 
presents a rebuttal to Mr. Appleman’s posi- 


tion. As always, our pages are open to both . 


sides of any pertinent question. — 
— Editor’s Note 





IFE INSURANCE IS COMMONLY PUR- 
| Fewine to fund stock purchase and 
stock retirement plans, partnership cross 
purchase plans, and partnership entity 
plans. It is frequently purchased by 
corporations on the lives of key execu- 
tives as indemnity for loss due to pre- 
mature death of the executive. It is 
purchased for other business purposes. 


Mr. John Alan Appleman has recent- 
ly suggested’ that “business life insur- 
ance contracts may well become a thing 
of the past” unless the incontestable 
clause is eliminated from life insurance 
policies issued for business purposes. 
Mr. Appleman knows that there is no 
guaranteed and absolute immunity from 
fraud, but he makes the amazing asser- 
tion that unless such guaranteed im- 
munity from fraud is granted, it will 
bring about the catastrophic result men- 
tioned above. 


If any danger to life insurance is in- 
volved, it would be more likely to re- 
sult from acceptance of his position. 
The danger of guaranteeing immunity 
from fraud under life insurance con- 
tracts issued for business purposes or 
any other purposes is shown by deci- 
sions which make it clear that complete 
immunity from fraud would be contrary 
to public policy.” Manifestly, there can 


1“Flaw in Business Life Insurance?,”’ 
AND EstTATEs, Sept. 1955, p. 700. 


TRUSTS 


*New York Life Ins. Co. v. Hardison, 199 Mass. 
190, 85 N.E. 410; Wright v. Mutual Benefit Life 
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be no absolute guarantee of protection 
in business situations. 


To discriminate*® in favor of business 
purchasers of life insurance is to dis- 
criminate against all other policyhold- 
ers. “The losses paid by an insurance 
company fall ultimately upon the policy- 
holders. It is in the interest of all in- 
sured persons to have their insurers 
safeguarded in their right to select risks 
upon adequate and truthful informa- 
tion.”? 


Some Basic Definitions 


What is the incontestable clause? In 
effect, it is an agreement between the 
insurer and the insured that after the 
expiration of a definite period of time, 
now usually two years from the date 
of issue, the company cannot contest 
the validity of the policy on the ground 
of fraud or misrepresentation. The pro- 
vision does not condone fraud, but it 
recognizes the defense of fraud and mis- 
representation and constitutes a short 
statute of limitations in favor of the 
insured.® 


What is the consideration for a pol- 
icy of life insurance? It is twofold: 
(1) The application, without which the 
policy could not be issued. (2) The 
payment of the premium stipulated in 
the policy. The application ordinarily 
consists of two parts; Part 2 usually 
relates to the physical and mental con- 
dition of the applicant and requires 
complete and true answers to each ques- 
tion. The answers and _ representations 
are the basis for the insurer’s determin- 
ation to accept or reject the application. 


The Supreme Court of the United 
States has reiterated a salutary rule, 


8See Section 209 N. Y. Ins. Law. Vance on In- 
surance, Third Ed., Anderson, B. M., p. 50, “It is 
quite obvious that chaotic conditions would be 
created if an insurance company were permitted 
to discriminate unfairly between applicants in 
rates charged or benefits granted, and this would 
be particularly true if the insurance company oper- 
ated on a mutual basis.” 


4George v. Guarantee Mutual Life Ins. Co., 144 
Neb. 285, 13 N.W. (2d) 176, 183. 


5Powell v. Mutual Life Ins. Co., 313 Ill. 161, 144 
N.E. 825. 





Mr. Long, a mem- 
ber of the New York 
Bar since 1926 and 
the Massachusetts 
Bar since 1948, is 
the author of the 
Fourth Edition of 
Richards on the Law 
of Insurance, The 
Physician and_ the 
Law, and other legal 
papers. From 1926 to 1938 he taught at St. 
John’s University School of Law on insur- 
ance, suretyship and aviation law. 








which is given in its own words. “In- 
surance policies are traditionally con- 
tracts uwberrimae fidei and a failure by 
the insured to disclose conditions affect- 
ing the risk, of which he is aware, 
makes the contract voidable at the in- 
surer’s option. * 


Alleged Distinction 


An attempt is made to distinguish 
between a policy issued on the life of 
a person and one issued to a person. 
Mr. Appleman says, “As between the 
one whose life is the subject matter of 
the insurance and the business designee 
or purchaser, it is quite clear that the 
latter person may have rights which are 
superior to those of the former. In a 
contest between them, the one whose 
life is insured may be held to have 
no interest whatever in the insurance.” 


There can be no quarrel with that 
statement, because it assumes a valid 
policy. The statement can have no rela- 
tion to a policy obtained by misrepre- 
sentation and fraud. He inquires whether 
a person having such rights may be de- 
prived of them by the misrepresenta- 
tion made in the application by the 
“life insured” as to the falsity of which 
such “designee or owner” has no know/l- 
edge and which he does not ratify. To 
answer his query he quotes’ Professor 
Edwin W. Patterson, but his quotation 
stops short, and hence it is out of con- 


8Stipcich v. Metropolitan Life Ins. Co., 277 U.S. 
311, 48 S. Ct. 512. See also Weinstein v. Metropoli- 
tan Life Ins. Co., 389 Ill. 571, 60 N.E. 2d 207, 210. 


7See footnote 7 of Mr. Appleman’s article. 
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text. The balance of the paragraph does 
not support the quotation.® 


Agency Principles 

Mr. Appleman brushes aside the es- 
tablished principle of law that a princi- 
pal is liable for the fraud and misrepre- 
sentation of his agent within the appar- 
ent scope of his authority. Although 
the principal may not have actually 
authorized the particular fraudulent 
scheme, he is responsible for the fraud 
and misrepresentation of the agent if 
he has authorized the agent to do an 
act which puts the agent in a position 
to misrepresent facts while the agent is 
carrying out the transaction.® 

If an insured, or anyone else, makes 
representations upon which a policy is 
issued to another person, the latter is 
bound by the which 
were made on the ground that the per- 
son making them acted as agent. Mr. 


representations 


Appleman’s textbook, Insurance Law 


and Practice, supports this view and 
states. “Where one engages another to 
procure insurance for him the person 
thus employed is the agent of the in- 
sured in making representations as to 
the subject of insurance upon the faith 
of which the policy was issued.’” No one 
can escape the application of the rule 
that a person cannot accept the benefits 
of a contract made on his behalf and 
at the same time repudiate the means 
by which it was obtained." 


‘Essentials of Life Insurance Law, pp. 370, 371, 
Patterson, Edwin W., “This much is apparently 
assumed in several cases that have denied recovery 
because A participated in B’s fraud. Such a situa- 
tion will not ordinarily arise because of the way 
in which policies are written. Even though the 
beneficiary (as occasionally happens) makes the 
first informal proposal to the insurer, the practice 
is to require a formal application from the cestui 
que vie, and that person is named in the policy as 
the ‘insured’. Technically, he is the promisee and 
hence a party to the contract. Nor are his rights 
merely nominal, since the policy usually provides 
that he may take the benefit of nonforfeiture pro- 
visions, and upon the death of the named benefici- 
ary, unless otherwise provided, the rights of the 
latter pass to the insured. The beneficiary’s rights 
are derived through the insured, and hence the in- 
sured’s misrepresentations taint the entire contract 
from its inception. This conclusion has been ac- 
cepted without question in numerous recent decis- 
ions that have rescinded the policy because of the 
misrepresentations of the cestui que vie, who 
signed the application.” 


Other citations are either inapposite or are not 
carefully presented. E.g., Mutual Life Ins. Co. v. 
Wagner, 27 Bard (N.Y. 1858) 354 (cited in foot- 
note 11 of Mr. Appleman’s article) was an action 
by the company to recover back $2,566 on the 
ground that the defendant had made false repre- 
sentations. The court held that the time to assert 
the claim of misrepresentation was before pay- 
ment of the policy proceeds had been made. 


\merican Jurisprudence, Agency Sec. 346-367; 
Re Statement of the Law, Agency Sec. 256-258, 261; 
\shly v. Peters, 128 Neb. 338, 258 N.W. 639; Bock- 
set Me Dorchester Mutual Fire Ins. Co., 327 Mass. 
Sige ee N.E. 2d 640, 24 A.L.R. 2d 1215; Wellhouse 

United Paper Co., 29 Fed. 2d 886. 
Vol. 12, See. 7306. 

McIntyre v. 
Nat'l Bank v. 
Ass’n., 


Pryor, 173 U.S. 88, 52; Valley 
3 Salt River Valley Water Users 
54 Ariz. 199, 94 P. 2d 647, 650, 
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The most unsophisticated “designee 
or owner” of business life insurance 
must be presumed to know that the 
applicant will be called upon to answer 
questions concerning his physical and 
mental well being and that “in answer- 
ing the questionnaire and submitting it 
to the insurer, he is furnishing the data 
on the basis of which the company 
will decide whether, by issuing a pol- 
icy, it wishes to insure him.”!” 

When a corporation requests an ofb- 
cer to cause an insurer to issue a policy 
on his life wherein the corporation will 
be designated as beneficiary and owner, 
there can be no doubt that he is the 
agent of the corporation for that speci- 
fic purpose. In this respect he has been 
authorized to answer the questionnaire. 
If he misrepresents the facts, the corpo- 
ration is bound. Material misrepresen- 
tations inducing an insurer to issue a 
policy give the insurer ground for re- 
scinding against the designee or owner 
of the policy. It is not material whether 
the misrepresentations were made with- 
in the actual or apparent scope of the 
agent’s authority. “The principal, though 
innocent at the outset, renders himself 
a party to the fraud if after knowledge 


12See note 6. 


of how his advantage was obtained he 
fails to surrender it.”!* 


Medical Search 


Mr. Appleman’s argument in support 
of the suggestion that the incontestable 
clause be eliminated reads in part thus: 
“What opportunity have we to know 
the truth or falsity of the insured’s 
representations? That is the insurer’s 
business. It has doctors to examine him. 
It has facilities through the M.I.B. and 
through its own investigators to check 
his medical history. We have no such 
facilities and we aren’t in that business. 
If the insurance company is satisfied to 
accept him, when it is its responsibility 
to accept or reject him, how can it de- 
fend against us?” 


The answer is clear. The insurer has 
the right to assume that the applicant 
who answers the questions in the appli- 
cation speaks truthfully.1* An applicant 
who would attempt to cheat an insurer 
will give the answer “No” to questions 
such as, “Have you consulted or been 
treated by a within five 

iSWilliston on Contracts, Revised Ed., Sec. 1588. 
See also Sec. 1544. 


“Byrnes v. Mutual Life Ins. Co., 217 Fed. 2d 497, 
“The insurance company has a right to rely upon 
representations and there is no duty on their part 
to question the veracity of the applicant and no 
duty to pursue.” 


physician 
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years? Have you been confined to a 
hospital or sanitorium within five years? 
Do you have shortness of breath? Do 
you have palpitations of the heart 
(rapid heart action) ? In the past five 
years have you had pain, pressure or 
discomfort in the chest?” Such ques- 
tions are understandable by any layman. 
Negative answers to such questions 
thwart investigation by the insurer. 


A medical history can only be checked 
if one exists. The files of the M.I.B. 
only disclose information about the ap- 
plicant which has been found on prior 
application. Frequently there is no 
M.I.B. record in existence on an appli- 
cant. For example, the applicant applied 
for and received a policy in 1952. He 
was then in sound health; there is no 
M.I.B. record. If he applies for insur- 
ance in 1955, his health may have 
changed materially from what it was in 
1952, but there will be no M.I.B. record 
of it. 


It is suggested that the insurer may 
check medical history through its own 
investigators. Applicants come from 
villages; they also come from New York 
City and other large cities. Many of 
them live in apartment houses and are 
unknown to the persons living in ad- 
joining apartments. If the applicant de- 
nies medical consultation or treatment, 
the door may be closed to further in- 
quiry. 


Inappropriate Analogy 


Mr. Appleman suggests an analogy 
between the rights of a purchaser of 
life insurance for business purposes and 








the rights of a mortgagee under a stand- 
ard mortgagee clause attached to a fire 
policy issued to the owner and mort- 
gagor of real property. But the prob- 
lems relating to the insurance of prop- 
erty and those relating to human life 
are entirely dissimilar. The desirability 
of fire insurance risks depends on ob- 
jective criteria relating to the structure 
and its maintenance and ownership. 
These criteria are the subject of war- 
ranties of a continuing nature relating 
to conditions both before and after is- 
suance of the insurance. The amount of 
insurance is limited by the value of the 
property. The insurer retains the right 
to cancel or to refuse renewal. It also 
has the right to be subrogated to the 
mortgagee’s security in case payment of 
the insurance is declined for some de- 
fault on the part of the mortgagor.'® 


The considerations with respect to 
life insurance are entirely different. Is- 
suance of the policy involves a lifetime 
commitment upon the basis of an eval- 
uation of personal health history, often 
involving subjective matters peculiarly 
within the insured’s knowledge and not 
detectable upon clinical examination. 
Greater possibilities of adverse selection 
exist both as to the motivation for pur- 
chase and the amount to be issued. 
Finally, the life insurer has neither the 
right of cancellation nor of subrogation. 


Rejected—by Courts 


The courts have rejected Mr. Apple- 


15Appleman, Insurance Law and Practice, Vol. 6, 
pp. 550-580. Thirty pages are devoted to the in- 
surer’s right to take the mortgagee’s security by 
subrogation. 
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“MILLION-DOLLAR” TABLE 
Seated around a real million dollars are members of the Charlotte, N. C. Million Dollar 
Round Table, underwriters who sold a million dollars or more of life insurance in the 
preceding year, and officers of the American Trust Co. which was host to the group 
and provided the million dollars — for them to look at. 
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man’s arguments. 
portance of true 


In discussing the im- 
answers to questions 
contained in an application, the Su- 
preme Court of Nebraska'® has suc- 
cinctly written that, 


“The importance of a false state- 
ment by an applicant for a policy of 
insurance as to whether he has con- 
sulted physicians lies in the fact that 
he conceals from the insurer the fact 
of such consultations and thus de- 
prives it of the opportunity of mak- 
ing an independent investigation and 
of obtaining further information, so 
as to enable it to decide for itself, in 
the light of the additional informa- 
tion, whether to enter into the pro- 
posed contract or what premium to 
charge. * * * It is a general and salu- 
tary custom of life insurance com- 
panies, in the interests of their policy 
holders as well as themselves, to ob- 
tain through various channels, in- 
formation in respect to applicants for 
life insurance additional to that which 
the applicants themselves afford, and 
it would be unreasonable to hold that 
such an independent investigation of 
itself deprives an insurer of the pro- 
tection of this rule. To have this 
effect, the investigation, as we have 
seen, must disclose facts sufficient 
to expose the falsity of the represent- 
ations of the applicant or to put the 
insurer upon further inquiry.” 


The arguments found in “Flaw in 
Business Life Insurance?” were _pre- 
sented by Mr. Appleman in Byrnes v. 
Mutual Life Insurance Co., and they 
were rejected by the United States Court 
of Appeals and certiorari was denied 
by the Supreme Court.'* Having had 
his legal arguments rejected by the 
courts, he seeks to have the life insur- 
ance industry remove the incontestable 
clause from policies issued for business 
purposes. This suggestion opens wide 
the door to fraud. As the Court of 
Appeals forcefully pointed out, “to hold 
that a third person, by merely paying 
the premium, acquires a right to have 
the insurance company deal with him 
on a separate, independent basis under 
penalty of not being bound by the 
misrepresentations of the insured is to 


16George v. Guarantee Mutual Life Ins. Co., 144 
Neb. 285, 13 N.W. (2d) 176; Provident Life and 
Accident Ins. Co. v. Hawley, 132 Fed. 2d 479; Mar- 
tinson v. Prudential Ins. Co., 236 Wis. 110, 294 
N.W. 525. 


17217 Fed. 2d 497, Cert. denied, 348 U.S. 971, 75 
S. Ct. 532. Byrnes and Moriarty were business 
partners. Moriarty applied for a policy of life in- 
surance wherein he named his wife as beneficiary, 
and for another policy wherein he named Byrnes 
as beneficiary. The misrepresentations were iden- 
tical in each application. Byrnes was to pay the 
premium on the policy in which he was named 
beneficiary. The purpose of the latter policy was 
to supply funds by which Byrnes would purchase 
Moriarty’s interest in the event of his death. Mor- 
iarty’s misrepresentations defeated the claim of 
his widow (Mutual Life Ins. Co. v. Moriarty, 217 
F. 2d 470). His misrepresentations also defeated 
Byrnes’ claim. 
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introduce an uncertain and speculative 
element into the field of life insurance, 
which would be dangerous indeed. For 
the insured, by connivance with the 
person who pays his premium, could 
secure unbreakable policies in the face 
of the most palpable fraud. . . The in- 
surance contract was vitiated by fraud 
of the deceased which is binding upon 
... the beneficiary. . .” 


Suggested Policy 


lf business requires life insurance, it 
should not be heard to say that the 
insurer should not rely upon the appli- 
cant’s representations of fact as the 
truth. The purpose for which life insur- 
ance is secured is not material. The rule 
that a life insurance policy is voidable 
for material misrepresentation is just 
as applicable to insurance purchased 
for business purposes by a third party 
on the life of another as it is for any 
other purpose.?§ 


It is a firmly established rule of law 
that whenever one of two innocent par- 
ties must lose, the one who puts an 
agent in a position to misrepresent facts 
must be the party to suffer the loss. An 
honest man never seeks to retain an 
advantage obtained through the fraudu- 
lent conduct of his agent. Public opin- 
ion and the law demand the rejection of 
Mr. Appleman’s unthinking suggestion. 





18Burruss v. National Life Ass’n, 96 Va. 543, 32 
S.E. 49. (Policy purchased by creditor.) Bradachs 
v. New York Life Ins. Co., 260 Wis. 451, 51 N.W. 
2d 18. (Policy purchased by one partner on life of 
another.) 
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Trust Couneil Activities 


January meetings reported to T.&E. 
include: 


Santa Clara County — The January 
23rd meeting began a series of four 
lectures on “Economic and Tax Aspects 
of Deferred Compensation, Pension 
and Profit-Sharing Plans” to be given 
by representatives of the four profes- 
sions involved. The January lecture was 
given by George A. Young, C.P.A., 
manager of the tax department of Peat, 
Marwick, Mitchell & Co., San Jose... 
Officers for 1956 are: Pres.—John R. 
Kahle, attorney; Vice Pres—Raymond 
I". Triplett, life underwriter; Sec’y.— 
Dale W. Hanson, New York Life; Treas. 

George A. Young, C.P.A. 

Vew Haven—The January 23rd meet- 
ing discussed the highly controversial 
“Bank Loan Plan,” with William Win- 
nick, C.L.U., secretary of the Council, 
as leader. The “Bank Loan Plan” in- 


volves the purchase of large amounts 
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of life insurance with funds advanced 
by the banks. Supporters claim that 
costs are drastically reduced, pur- 
chasers obtain unusually large coverage, 
and retain their own funds for working 
capital. The opponents say the plan in- 
troduces speculative aspects into the 
usually guaranteed method of buying 
insurance, which could be detrimental 
to the purchaser. 


Chicago—Byron E. Bronston, second 
vice president, Continental Illinois Na- 
tional Bank & Trust Co. addressed the 
January 11th meeting on the subject of 
“Tax Aspects of Life Insurance.” 


Indianapolis — Officers elected for 
1956 are: Pres.—Ted W. Davis, assist- 
ant trust officer, American Fletcher Na- 
tional Bank & Trust Co.; Vice Pres.— 
Henry J. Peirce, Massachusetts Life In- 
surance Co.; Sec’y.—C. Severin Busch- 
mann, Jr., attorney; Treas.—J. E. Ha- 
maker, C.P.A.; Program Chrmn. — 
Floyd D. Michael, trust officer, Indiana 
Trust Co. 

Des Moines—The January 9th meet- 
ing was addressed by Luther Hill, Jr., 
of the Legal Department of the Equit- 
able of Iowa on “The Place of the Home 
Office Legal Department in Estate Plan- 
ning.” 

Detrott—The January 25th meeting 
was addressed by Richard J. Thoma, 
attorney, on the “Practical Application 
of Estate Planning.” This was also the 
annual meeting for the election of offi- 
cers, 


North Jersey—The January 18th 
meeting was addressed by Carl H. Mad- 
den, Chief, Public Information Depart- 
ment, Federal Reserve Bank of New 
York, on the current economic situation. 


Rochester, N. Y.—The January 3lst 
meeting was addressed by John G. 
Shaw, attorney, on “Wills and Testa- 
mentary Trusts for the Middle Size 
Estates.” 


Charlotte—The January 23rd meet- 
ing was addressed by Richard E. Fech- 
helm, C.P.A. on “The C.P.A.’s Views 
on Estate Planning.” After the address 
many of the 55 members and guests 
present joined in the discussion. 


Philadelphia — The January 25th 
meeting was addressed by F. P. Me- 
Guire, associate counsel, Connecticut 
General Life Insurance Co., Hartford, 
who covered the practical aspects which 
must be considered when deciding 
whether to retain a business interest or 
to sell it. The by-laws were revised to 
include attorneys on the executive com- 
mittee and to make them equally eli- 


gible with underwriters and trustmen 
for election to office. 


Pittsburgh—The January 24th meet- 
ing was addressed by Bay E. Estes, Jr., 
director of commercial research for the 
United States Steel Corporation, on “A 
Five Year Look Ahead.” 


Rhode Island—The January 16th 
meeting was addressed by Edward J. 
McDevitt, C.P.A., of Boston on “The 
Role of the Certified Public Accountant 
in Estate Planning.” 


Nashville—The January 9th meeting 
was addressed by Ralph N. Harkness, 
associate director of insurance services 
and planning, Northwestern Mutual Life 
Insurance Co., who spoke on “Trust 
Features of Life Insurance Contracts.” 


Dallas—The January 12th’ meeting 
was addressed by Charles A. Galvin, 
Professor of Law, Southern Methodist 
University School of Law, who presented 
“Problems of Spouses in Non-Commun- 
ity Property States Who Move to Texas” 
. . . This Council has published a book- 
let containing the outline of meetings 
for the 1955-56 season with dates, 
speakers, topics, and a photo and story 
about each speaker. 


El Paso—The January 24th meeting 
was addressed by a panel consisting of 
Wayne Nesbitt, C.L.U., Randolph Delk, 
C.P.A., Bill Squires, assistant trust ofh- 
cer, El Paso: National Bank, and Grover 
Stephens, tax attorney. The panel 
undertook to solve the problems of “Mr. 
A’s” estate. The facts concerning Mr. 
A. and the estate were distributed to 
the members beforehand. 


Fort Worth—The January 17th meet- 
ing was addressed by Rupert N. Gres- 
ham, San Antonio attorney, who dis- 
cussed the new developments in estate 
planning since the enactment of the 
1954 Internal Revenue Code. 


Houston—At the February 16th meet- 
ing Thad T. Hutcheson, attorney, spoke 
on “Shifting of Estate Assets under our 
Community Property Laws as Affecting 
Estate Planning: Tracing, Co-mingling, 
Reimbursement Claims, etc.” 


A A A 


@ Kennedy Sinclaire’s refresher seminar 
for alumni of its trust sales training 
course was held at the Waldorf-Astoria 
Hotel on February 8 and 9, immediately 
following the ABA’s Mid-Winter Trust 
Conference. Principal speaker was Wil- 
liam E. Murray of Cadwalader, Wicker- 
sham, & Taft, who discussed short-term 
reversionary trusts and trusts for 
minors. 
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What to Do with Decedent’s Papers 


Executors Duty to Posterity 


FRANK N. ELLIOTT 


Field Supervisor, State Historical Society of Wisconsin, Madison 


RE EXECUTORS ALWAYS COMPLETELY 

faithful to their trust? Do they 
really handle all of an estate with the 
care to which it is entitled? They 
treat funds, furniture and real estate 
with proper respect; but what of cor- 
respondence, diaries, account books, pic- 
tures and business and personal papers? 
These deserve the same careful con- 
sideration that is given the other items 
in the estate even though they may 
have little or no financial value. Often 
men and women who have helped shape 
our nation’s history are quickly forgot- 
ten, simply because the manuscript re- 
mains of their past have disappeared. 
An executor or administrator owes it 
to the families he serves — and to a 
posterity that can learn from the past — 
to save these irreplaceable records that 
will help us to understand how our coun- 
try has developed and who has made it 
what it is. 

Too many executors are not aware 
of the importance of this type of proper- 
ty. Recently we were shocked to find 
that a trust officer in one of our oldest 
and most history-conscious cities had 
authorized the destruction of the records 
of a prominent pioneer. Wisconsin was 
still a frontier area when this pioneer 
arrived in 1840. He established a tan- 
nery, speculated in real estate, engaged 
in lumbering and operated a stage line. 
He served in the territorial legislature 





Senator James R. DooittLe 
An important but almost forgotten man. 
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and was receiver of the government land 
office. He was a founder of the Repub- 
lican party. What a_ historical find 
that man’s papers would have been! A 
few letters that escaped the pulp mill 
(thanks to a stamp collecting and his- 
tory conscious auctioneer) contained 
fascinating accounts of life in early Wis- 
consin. 


To be sure the trust officer was reluc- 
tant to permit the destruction of that 
pioneer’s records. Suspecting that they 
might be valuable, he had offered them 
to a* local library. Few municipal 
libraries are equipped to handle this 
sort of material and this particular 
library said that it was not interested 
in the collection. Had he consulted the 
county or the State Historical Society, 
the answer would have been different. 


Function of Historical Societies 


Historical societies are constantly 
searching for records that will help us to 
better understand how our country has 
become what it is. Personal and business 
papers are not sought for the skeletons 
they may contain. Historians, like doc- 
tors, examine these highly personal ob- 
jects in a very impersonal way. These 
papers are used because they contain the 
most reliable extant account of what 
happened in the past — and in the words 
of the men and women who were actual- 
ly making that history. 

The historian’s interests are broad. 
For instance, the State Historical Society 
of Wisconsin collects materials relating 
to all phases and periods of Wisconsin 
and American history. Its library con- 
tains material from such divergent 
groups and eras as early explorers and 
people who are alive today. The records 
of pacifists may be found next to those 
of a military hero; labor union records 
and industrial records such as the Cyrus 
Hall McCormick business and personal 
records are all made available, under 
the same roof, to people wanting to 
know more about Wisconsin’s industrial 
past. Some of the papers were written 
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Organized manuscript collections at 
Historical Society of Wisconsin. 


State 


by famous men; most were written by 
people who were little known even dur- 
ing their lifetime. All of the records pre- 
served at the State Historical Society 
of Wisconsin are useful — and often the 
“little man” has left records that have 
more historical or even financial value 
than his more famous contemporary. 


Seattered to the Winds 


An executor’s duty does not end with 
preserving a family’s papers and seeing 
to it that they are placed in a responsible 
institution. A collection should be kept 
intact in order to preserve its unity and 
to facilitate research. Take the case of 
Wisconsin’s Senator James Rood Doo- 
little. 


Senator Doolittle was one of the more 
important, though less well remembered, 
politicians of the Civil War era. In the 
Senate from 1857 to 1869 he was Chair- 
man of the important Committee on 
Indian Affairs and was one of the eleven 
Republican Senators who refused to vote 
for conviction in the impeachment trial 
of President Andrew Jackson. He 
switched parties after another Republi- 
can was elected to succeed him in the 
Senate in 1869, and was the unsuccess- 
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ful Democratic candidate for Governor 
in 1871 and was president of the Demo- 
cratic national convention of 1872. He 
was one of the leading lawyers of the 
Mid-west until his death in 1879. 


No full scale biography has been 
written of Senator Doolittle, largely be- 
cause the executor did not keep the 
Senator’s collection of private and busi- 
ness papers intact but sent them to at 
least five major manuscript depositories. 
Some records were sent to the New York 
State Library at Albany and others to 
the New York Public Library in New 
York because they related to his early 
life in that State. A substantial group 
were sent to the Colorado Historical 
Society because as Chairman of the 
Committee on Indian Affairs there had 
been much correspondence with and 
about Colorado. The Library of Con- 
gress has many of the papers relating 
to his Senatorial career. The State His- 
torical Society of Wisconsin has the 
papers relating to his career in Wiscon- 
sin. The collection is so scattered, how- 
ever, some of it in unknown places, 
that researchers have not attempted a 
biography. The executor preserved the 
collection but destroyed its usefulness. 


Special training or long experience 
is required to properly separate the valu- 
able from the trivial items in a col- 
lection. Most of the larger historical 
societies have specialists in manuscript 
material, who can appraise manuscript 
and museum articles in an estate and 
advise if they have any financial or his- 
torical value. The State Historical 
Society of Wisconsin has several special- 
ly trained field men who travel about 
the state, collecting manuscripts and ob- 
jects of historical significance. 


The Right Way 


\ good example of how a historical 
society can help an executor is the re- 
cent settling of the estate of Merlin Hull 
who had a long and notable career of 
public service in Wisconsin. He was 
owner and editor of the Black River 
Falls Banner Journal. A prominent Pro- 
gressive and a friend of the elder Robert 
M. La Follette, he was in public office 
almost continuously from 1900 until his 
death in 1953. He served in the state 
legislature, was Secretary of State for 
Wisconsin and for the twenty years of 
his life represented the ninth District in 
Congress. Merlin Hull’s son, the ad- 
ministrator of the estate, recognized the 
historical importance of the huge file of 
his father’s personal correspondence. 
(Quite understandably he dreaded the 
Prospect of sorting through the sixty- 
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eight or more file drawers of material 
that his father had stored in office, base- 
ment and shed. 


Field representatives of the State His- 
torical Society spent over a week in 
Black River Falls eliminating the chaff; 
then they brought the remainder back to 
Madison where the huge pile of materials 
was more carefully examined and ar- 
ranged for permanent preservation. As 
the manuscript librarians sorted through 
the collection they carefully set aside any 
items of an extremely personal nature 
or items that might be of financial value 
to the estate. Those items will not be in- 
cluded in the collection until the Hull 


family have had an opportunity to see 
them. 


The records of an important man have 
thus been preserved for posterity and 
the cooperation of the historical society 
staff has spared the executor the arduous 
task of sorting through the huge collec- 
tion. 


Lawyers and trust officers have the 
opportunity and the duty to inform 
clients and beneficiaries about the: im- 
portance of family papers and of suit- 
able depositories for them. Most people 
welcome guidance in disposing of their 
estates to the best advantage, particu- 
larly where there are no close relatives. 
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® Testamentary Trust 
®@ Living Trust 

® Pension Trust 

® Investment Counsel 
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BECAUSE Chicago Title and Trust Company is 
unique in Illinois for its length of experience and 


® Ancillary Administration 


You choose well when you choose Chicago Title and 
Trust Company to serve you and your customers 
on all fiduciary matters affecting Illinois property. 
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When clients ask advice in drawing up 
their wills they should be told about 
historical societies’ interest in books, 
correspondence, and museum items. It 
might even be be suggested that they 
consider historical agencies as possible 
beneficiaries of financial bequests. Ob- 
jects given to historical societies are 
not subject to gift or state taxes. In 
cases where there is no family the execu- 
tor can give to a historical society ob- 
jects that are in the inventory of an 
estate but have no monetary value. If 
the objects are of financial value and 
in the inventory, arrangements can gen- 
erally be made to give them to a his- 
torical society — but it would be wise 
to proceed with the advice of counsel 
for the estate where the objects are not 
specifically mentioned in the will. 


An executor may not know which 
records and objects are worthy of preser- 
vation but he can easily find people to 
help him. Trained historians can be 
found in any state. The larger historical 
societies have specialists on their staffs. 
No historical society will ever resent 
being consulted about collections of cor- 
respondence, diaries, museum articles or 
similar materials. The executor’s re- 
sponsibility is to effect the proper dis- 
position of a client’s or beneficiary’s 
estate. The historical societies need his 
help to find those objects. The fiduciary 
needs the societies’ help to fulfill his 
trust. 


A A A 
Estate Planning Workshop 


Georgetown University Law Center in 
Washington, D.C., has announced the 
establishment of an Estate Planning 
Workshop at its Continuing Legal Edu- 
cation Institute. To be conducted for 
an hour and three-quarters each Friday 
evening from February 10 to May 18, 
the course is open to all members of 
the Bar, graduates of approved law 
schools, trustmen, underwriters and 
others actively participating in this 
field. Academic credit can be earned 
under certain conditions. 


Those who will present the course 
are Paul R. Dean, dean of the School 
of Law; adjunct professor Edward J. 
Schmuck, general counsel of Acacia 
Mutual Life Insurance Co.; and adjunct 
professor Joseph L. Whyte, trust offi- 
cer of American Security & Trust Co., 
all of Washington. In addition to co- 
ordinating the skills of groups repre- 
sented in solving typical estate planning 
problems, the Workshop will stress stu- 
dent participation, particularly in the 
preparation of instruments. 
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New York Trust Activities 
Reported 


This year is the 10th anniversary of 
the Trust Division of the New York 
State Bankers Association, Charles M. 
Bliss, chairman of the Division and 
vice president, Bank of New York, 
pointed out in reporting to the January 
23rd meeting of the Association. Those 
who worked hard to get the organiza- 
tion going have every reason to be 
proud of their foresight, he said, as 
may be illustrated by some of the activ- 
ities of the current year. 


Studies of statutory rates, for ex- 
ample, have made it clear that an in- 
crease is justified, and the Division 
looks forward with confidence this year 
to enactment of a rate structure for 
executorships that will provide a more 
adequate earning power for trust de- 
partments. In this connection the speak- 
er reminded the Association that “we 
can go only so far in raising commis- 
sions.” The Division, therefore, to be 
of the greatest service to its members, 
must concentrate in the period ahead 
on helping to reduce costs. 


The Committee on Trust Operations 
(chairman, Russell H. Johnson, vice 
president, United States Trust Co., 
New York) this year is working on a 
trust operations manual and will under- 
take to bring up to date a guide as to 
the length of time trust department 
records should be retained. This Com- 
mittee, for the third consecutive year, 
is working with the Federal Reserve 
Bank of New York on an income and 
expense survey of trust departments. 


Automation, as it is generally under- 
stood, involves the type of machine 
that can be justified only by a volume 
operation which may not exist today 
even in the largest trust departments. 
The new Committee on Automation 
(chairman, W. P. Livingston, vice presi- 
dent, Bankers Trust Co., New York) 
will study the question whether this is 
a subject of general interest to the 
members. One reason for establishing 
a group separate from the Trust Opera- 
tions Committee, which will deal with 
current day-to-day problems, is the 
hope that the new group can do some 
effective thinking on procedures for the 
future. An example of this is the pos- 
sible desirability of regional processing 
centers where individual trust depart- 
ments with insufficient volume for ma- 
chine operation can collectively create 
a volume that does justify the expense 
of electronic machines with resulting 


savings in labor costs, If there is any 
merit to the idea, it may find more 
immediate application in the processing 
of commercial banking transactions. 
For this reason, a joint committee for 
research along these lines may be in 
order. 


For those institutions which are not 
large enough to have a common trust 
fund Mr. Bliss urged consideration of 
the advantages of the Bank Fiduciary 
Fund, not primarily from the stand- 
point of costs, but rather because of 
the investment advantages the Fund 
offers the small trust. At the moment, 
31 banks are participating, he said, 
and five more would come in on Feb- 
ruary 1. On the last valuation date 
assets amounted to $2,824,000 and ap- 
proximately $1,000,000 will be added 
this quarter. 


The speaker congratulated George 
Mooney, Superintendent of Banks, and 
the State Banking Department for a 
particularly effective job on their sur- 
vey of Pension and other Employee 
Welfare Plans (see T.&E., Jan. 56, p. 
72). Mr. Mooney in his foreword 
acknowledged “the full cooperation and 
advice of the Employee Benefit Fund 
Committee (chairman Esmond B. Gard- 
ner, vice president, Chase Manhattan 
Bank) of the New York State Bankers 


Association.” 


The Business Development Commit- 
tee (chairman, Thomas E. McFarland. 
assistant vice president, Lincoln Ro- 
chester Trust Co., Rochester) has al- 
ready laid plans for its 3rd Trust School 
in cooperation with New York Univers- 
ity during the week of June 4th. 


Two new committees set up this year 
are: a Committee on Handling Business 
in Trust (chairman, Wilmot R. Craig, 
vice president and trust officer, Lincoln 
Rochester Trust Co.) and a Committee 
on Public Education (chairman, Wil- 
liam T. Haynes, vice president, Marine 
Trust Co. of Western New York, Bufl- 
alo). The latter group’s immediate 
project is to reach a decision with re- 
spect to the advisability of producing a 
movie on the importance of a will. 


The Trust and Estate Law Commit- 
tee (chairman, E. Tinsley Ray, vice 
president, Grace National Bank, New 
York) has been working closely with 
the attorneys for the New York Stock 
Exchange on the preparation of the 
new Brooks-Mitchell bill to permit gilts 
of securities to minors without the ne- 
cessity of setting up trust agreements. 
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ADMINISTRATORS VIEW 5 DEATH TAX QUESTIONS" 





TAXATION OF FUTURE AND LIMITED ESTATES 


J. J. FERDER 


Supervisor, Inheritance and Gift Tax Division, Treasury Dept., Salem, Oregon 


ABLES OF MORTALITY HAVE PRO- 
: pre the answer to the dilemma in 
the inheritance taxation of simple life 
estates and vested remainders. By estab- 
lishing a given rate of interest and de- 
termining the life expectancy of the 
beneficiary through an accepted experi- 
ence table, the value of the life estate 
may be measured. The value of the re- 
mainder may then be found merely by 
subtracting the life estate from the 
corpus of the property. In the great ma- 
jority of cases this approach provides 
an acceptable and, in the long run, an 
accurate method of valuing such inter- 
ests. 


In some instances, however, this pro- 
cedure may result in hardship. A few 
states have attempted to modify this 
possibility by allowing evidence of the 
true state of health of the life tenant 
to be introduced in order to cut down 
the value of the life estate, or by tak- 
ing the actual value of the interest of 
the life tenant when he dies within one 
year of the decedent. Agreement is al- 
most unanimous that the advantage of 
reaching a present settlement of the tax 
outweighs any of its potential disadvan- 
tages. The alternative solution, awaiting 
the death of the life tenant, while pro- 
viding a more accurate measure of the 
value of a particular interest would be 
too cumbersome for practical use. 


No satisfactory tables have yet been 
devised, however, to indicate whether 
a sixty-year old widow will remarry, 
or whether and to what extent it will 
be necessary for a trustee to invade the 
corpus of the trust in order to supple- 
ment the income of a beneficiary for 
the purpose of maintaining a specified 
standard of liying. Such indeterminate 
possibilities constitute inheritance tax 
contingencies when the value of the de- 
cedent’s estate or that of a particular 
interest passing to a beneficiary are 
dependent upon them. The contingency 
may be based upon some act by the 
individual affected over which he has 
complete control or it may be based 
upon some outside event over which he 
has no control. 
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Nowhere has a completely satisfactory 
solution yet been devised for dealing 
with such contingent interests as they 
affect inheritance tax valuations. If it 
is first agreed that the proper method 
for the treatment of a contingent inter- 
est is to keep the file open until such a 
time as the value of the particular inter- 
est can be ascertained, then the answer 
must lie in the efficient management of 
the contingent file and keeping the vol- 
ume of this file to a minimum. By plac- 
ing in the 


tax administrator broad 


powers to compromise the tax, many 
contingent cases can be satisfactorily 
settled without the necessity of keeping 
them in an open file. 

It is readily apparent in a large pro- 
portion of the contingent cases that 
there is a great likelihood the event or 
condition will or will not occur. Present 
settlements of the tax should be allowed 
here. In addition, statisticians are con- 
stantly adding new and improved actu- 
arial tables which, although not yet 
generally accepted. still provide a rea- 
sonably accurate basis for calculating 
the likelihood of the occurrence of a 
given event. In these areas, too, a prop- 
er exercise of discretion will give fluid- 
ity and allow present settlement of the 
tax in an estate which would otherwise 
burden the department unnecessarily. 


VALUATION OF CLOSELY HELD STOCKS 


JOHN E. STONE 


Attorney, State Tax Commission, Jackson, Mississippi 


MERICA IS KNOWN TO THE WORLD 
A as a Nation of big business. Al- 


though this reputation is well deserved, 
it does not present the entire economic 
situation prevailing in this country. 
There are many enterprises, as it was 
clearly learned during the all-out pro- 
duction effort of World War II, which 
do not compare with the giant corpora- 
tions from an economic standpoint, but 
whose contribution to the economy of 
this country is none the less vital. Many 
of these concerns are family corpora- 
tions, the management and ownership 
of which have been handed down from 
father to son for many generations; 
others have been established within 
comparatively recent years by the in- 
genuity and sheer drive which has been 
the hallmark of America since the birth 
of the Nation. In many of these cases 
the business constitutes a large asset 
and is usually the product of years of 





*The above are condensations of papers 
presented at the Inheritance and Gift Tax 
Section of the 1955 annual meeting of the 
National Association of Tax Administrators 
in Edgewater Park, Miss. Chairman of the 
Section was J. J. Ferder, Supervisor of the 
Inheritance and Gift Tax Division of Ore- 
gon’s Treasury Department, who made this 
material available. 


effort, industry, personal initiative and 
successful management of either one 
person or a very small group of per- 
sons. During the lifetime of the domi- 
nant figure in such an enterprise, it is 
often difficult to place a value on such 
a business, and this difficulty is only 
intensified by the death of such person. 
Having justifiable pride in the business 
which has been established the domi- 
nant figure in such an enterprise is 
faced somewhere during his lifetime 
with the question of the disposition to 
be made of the business at his death. 
particularly as to whether the assets 
thereof should be retained as going 
business or liquidated for the benefit of 
his heirs. 


Where the decision is that the busi- 
ness is to be sold at death, the owner 
being anxious to sell at the highest pos- 
sible price, for the benefit of his estate. 
can usually accomplish this purpose by 
arranging for the sale during his life- 
time rather than leaving such arrange- 
ments to the changed economic situation 
at the time of his death. The means 
frequently employed to reach this end 
is for the stockholder to enter into 4 
“buy and sell” arrangement with logi- 
cal purchasers. This agreement, if care- 
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idend-paying capacity, and all other 
relevant factors having a bearing upon 
the value of the stock. Among such 
other relevant factors to be consid- 
ered are the values of securities of 
corporations engaged in the same or 

a similar line of business which are 

listed on an exchange. However, the 

weight to be accorded such compari- 
sons or any other evidentiary factors 

considered in the determination of a 

value depends upon the facts of each 

case...” 

A valuation cannot be finally placed 
on closely held stocks until each avail- 
able method has received fair consider- 
ation. In placing this final value there 
must be considered book value, capital- 
ization of earnings, dividends, liquida- 
ting value of corporate assets and the 
value of stock in a similar line of 
business which is listed on an exchange. 


Book value is in some states prima 
facie evidence of true value and in all 
states should be the first standard to be 
considered in evaluation. Such value in 
other states often reflects only the ac- 
counting practice of the particular com- 
pany, and in many cases certain assets 
will have been depreciated to a mere 
fraction of their worth. Furthermore the 
books do not usually reflect the appre- 
ciation of the company’s property and 
many stockholders are unwilling to sell 
their stock at its book value upon the 
prevailing market. Nevertheless, this is 
one method of valuation which should 
be considered. 


The second method of approach some- 
times gives a truer picture for the es- 
tate tax valuation than is revealed by 
the books of the company. This is com- 
monly known as asset value. But here 
again, however, the facts of each case 
must control. If perchance the corpora- 
tion has assets of relatively low market 
value but large earnings, then the value 
of the stock, necessarily, would be far 
greater than the value of the assets. If 


on the other hand the earnings are low 
when compared with the company’s as- 
sets, the value of the stock may be lower 
than the value of the assets. The fact 
that the assets are owned by the corpo- 
ration and, in order to realize their 
value, it would be necessary to liquidate 
the corporation, would cause the stocks 
to be worth less than if the corporation 
were to continue as a going concern. 


The Federal Government in many 
cases insists that capiialization of earn- 
ings is the proper approach. When this 
is taken over a representative period of 
time one can form a fairly good opin- 
ion of the value of the stock. This 
method is most commonly used when 
the company is well established and its 
assets valued low in comparison with 
its earnings. In this approach a value 
is given to the good-will of a corpora- 
tion, which is considered in the 
other two approaches. With the con- 
sideration of good will, frequently, it is 
necessary that a value be assigned to 
the personal services of the decedent in 
so far as they relate to the operation 
of the corporation. If closely held cor- 
porations keep their books in such a 
manner as will reflect the personal ef- 
forts and contracts of the stockholder 
in relation to the corporation, this will, 
at least, form some basis upon which 
to segregate the value of the personal 
services from the good will. But cer- 
tainly even in such an instance, the 
good will of the corporation deserves 
some valuation the fact that the 
books of the corporation may have been 
so kept as to assign all of this factor to 
the personal service rather than to good 


not 


and 


will will not be necessarily binding. 

In all cases involving the determina- 
tion of value the burden of proving 
valuation is on the taxpayer and this 
is true regardless of the difficulty or 
impossibility of the task. 








DOUBLE DOMICILE 


GERALD A. GLEESON 


Secretary, Commonwealth of Pennsylvania, Department of Revenue, 


Harrisburg, Pennsylvania 


HE SITUATION IS BECOMING INCREAS- 
=. common where two or more 
states contend that a decedent was do- 
miciled therein at death for inheritance 
tax purposes. During the years many 
proposed solutions have been advanced. 
Some have been tried and found want- 





ing. Others have never been attempted 
because of the tremendous problems in- 
herent in them. Some, however, have 
afforded a measure of relief and show 
promise of evolving into a workable 
solution. As is so often the case, th re 
is no true panacea. The Uniform -\ct 


TRUSTS AND EsTATES 








—— 
















































\S- 
er 
ct | 
O- | : 
~ 5 a lanning 
. © 3 xs Pre-Return Tax P 
O - h apes h a wise ners aan ‘recom ® 
sues acontay et, St ee oh 
' O aa - - en - net it ca we 
Many of © ve unc ‘ om 

on 3 

oop me coats a 

Some tox rotes sche ™ 
: cert he 
n- For Dependable Help on Income Tax Problems : 
his 





of —at Return Time and Year-round ... pot em min mee ous 


warentd O 


As a general © 
later ye 





m its taxable income 
her than an andeved: 


ularly : t ‘ hare duster 
? re inclu he the stuckholJers and 
slg : * credit alanies of 
' . « sting, the  eurpuarane profits 
& ou into : ‘ ciatatuan, wipe out the 
, y c er 1 be um the corporate 
len * ay to the extent rey aay | are yn feat og (eee ‘ Saaz) 
° “Euomele (9 1203) 
es F ; What Is a Corporation?—The technical requirements to be comphed with 
its ¢ gg are pr d by the laws of the vanous stat 
2 x © a8 a Corpor: 5 
‘ sone event i v | law requirem: . 
ith ec “ eee nal Rev 
| which ten . partner: 
} wr 



































lue 
| Associations and Trusts nc neataante inctodes to de ) Gale Othe 
ra- 4 tion of corporation (See. 7 7701(a)(3}) and therefor 
Ta Generally, the term refers to an organization jen which consianes desg 
ee oan ae Pas paar a ied 
| =i n00rs ts.” and certain limited part ps 
on- 2008 
t is | O O TAXABLE —— 
9 | 
| , . as ee ome ioe 
to | ® Sound, dependable answers to the puzzling questions involved in olo {iced me: he tw in tng 4S 
° . © iene method on the realization 
| In | unfolding federal tax changes call for a sound, dependable source * Cee teeny RS 
. . . . . . tame 
jon | of continuing facts and guidance . . . and here it is! Srnstery Gree taxes a A 
' nS nn a tite ie ili 
gh © Week after week, each issue of Federal Tax Guide Reports swiftly, mit te ma emer me 
1a 


om for services, includi 
¥ fees, commistions, and 

derived from busine: 
der ved from dealings in — 


faithfully hurries to subscribers the last word, the newest development, 
ef-  { the latest twist and turn of events in federal taxation—of interest or 
lider | 


| importance in the everyday conduct of business and personal federal 
will, tax affairs. 


nx,and separate maintenance payments; 
















































rns. Me insurance and endowment contracts; 
nich ® For CCH's Federal Tax Guide Reports span the whole work-a-day ¥ ral Srome Sern cae sa 
onal world of federal taxation for revenue—statutes, regulations, rulings, chore heed sites Se sa 
cer- court and administrative decisions, returns, forms, reports, instructions. 
the | Pertinent full texts, filled-in forms, detailed explanations, editorial ra the cea pt em 
rves comments and suggestions—plus a wealth of friendly hints, tips, rt petites nie 
ae knacks, and pointers, from week to week, make clear exactly what to 2a ee ee se 
ae do, and how and when and why. some 
rto | ® Concise, compact, understandable, here is the de- 
rood | pendable reporter on the federal taxes of the ordinary 
corporation, the average individual, partnership, or 
business. Two Loose Leaf Compilation Volumes are 
— included without extra charge to start new subscribers 
ving | Off on the right foot. 
this | 
y or | 
‘ 
| Write For Further Details 
—— | ee Te Seat 
une 3 ihe tales alt Benes PeSecend eo 
| COMMERCE. CLEARING. HOUSE, INC.. wt se Ba see Sm bev 
PUBLISHERS cof TOPICAL LAW REPORTS ea pane with oe aint pee 
_ CHICAGO 30 NEW YORK 36 WASHINGTON 4 : : a Kon ea “pin pener 
4025 W. PETERSON AVE. 522 FIFTH AVE. 1329 E STREET. N. W. pelea ent 
records Oe emi ance, oly ae ‘pand” a 
e, 


pimeell # ia 
4 the ne 
4 the twit prot o agh-Roime 





6226 ane 
sh ment at f Seow they 
will we editorial COMMAMELS pnd, 2 a vA go chet ‘est 
aaition 10 4955,20-.24. YOU derailed example 
In addi 7 Dashes and 3 TEL employer 
M10) ons ew Tul ds of € 
ree the © 5 and reco! overs ** 


ate al ect the computation 
vi 





npted 





ns in- O COMMERCE 
have ho 
show | 
rkable 7? 

thre | 
n .\ct 











TATES . FEBRUARY 1956 - 








on Interstate Compromise and Arbitra- 
tion of Death Taxes, while not perfect, 
is the most workable solution yet to be 
evolved. 


This Act has three basic aspects. 
First, it would give an executor or state 
tax official the right to invoke the pro- 
visions of the statute where the enact- 
ing state and one or more other states 
each claims that it was the domicile 
of the decedent. Second, it would pro- 
vide for a compromise of the various 
claims by the tax officials of the states 
involved and the executors. Third, if 
compromise fails, it would provide for 
submission of the question of domicile 
to an arbitration board composed of 
individuals selected by the states’ in- 
volved. The board is given full power 
to subpoena witnesses, compel the pro- 
duction of documents and to hold hear- 
ings. The question of domicile is de- 
termined by a majority vote of the 
board. The compensation and expenses 
of the members of the board are borne 
by the estate. 


The advantages of such uniform leg- 
islation over other proposed solutions 
are fairly obvious. The claimant states 
would be given an opportunity to com- 
promise at the very outset. The basis 
for such compromise is wisely left to 
the discretion of the taxing authorities, 
thus providing the needed flexibility. 
The statute binds the enacting state to 





agreement to abide by the decision of 
the board where compromise fails. The 
estate would therefore be subjected to 
taxation by only one state—that which 
is found by the board to be state of 
domicile. Universality is possible to 
achieve here as in the case of any other 
reciprocal or uniform act. 


The practical and political feasability 
of such a course is attested to by the 
fact that six states‘ have adopted the 
Uniform Act on Interstate Compromise 
and Arbitration of Death Taxes. An 
additional ten? states have statutes pro- 
viding for interestate compromise and 
arbitration. Twelve states* and Alaska 
have general statutes authorizing the 
compromise of death taxes but do not 
expressly provide for interstate com- 
promise or make express reference to 
domiciliary disputes. In one* of these 
states the Attorney General has ruled 
that the statute is not applicable to 
domiciliary disputes. Indiana and the 
District of Columbia have statutes au- 
thorizing compromise whenever there 
is a substantial doubt as to whether the 
decedent was a resident, although the 
statutes do not specifically authorize 
interstate compromise. 


1Calif., Me., Md., Pa., Vt. & Va. 


2Conn., Dela., Ill., Mass., Minn., N. H., N. J., 
R. I. and Tenn. 


8Colo., Fla., Ia., Miss., Mo., Mont., N. C., Okla., 
Ore., Utah, Wash. and Wis. 


4{Mont. 


APPLICATION OF DOCTRINE OF EQUITABLE CONVERSION 
TO INHERITANCE TAXATION 


WILLIAM H. SAGER 


Director, Division of Inheritance and Gift Taxes, Department of Taxation, 
Commonwealth of Virginia 


AY EQUITABLE CONVERSION IS A CON- 
structive alteration in the nature of 
property whereby, in equity, real estate 
is considered for certain purposes as 
personalty, (or personalty is considered 
as realty) and the property is trans- 
missible and descendible as such. Since 
the doctrine of equitable conversion 
constitutes a legal fiction, it should not 
apply to change the character of the 
property with respect to an assessment 
of inheritance taxes where domicile and 
situs are in different states. 


1. Taxation by state of domicile 
property located outside. 


(a) It is generally held that the doc- 
trine of equitable conversion has no 
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application by the state of domicile if 
the conversion is worked by the will 
of the testator. Thus, realty located out- 
side of the state of domicile will pass as 
such and will be subjected to inheri- 
tance taxation in the state where loca- 
ted. The proceeds of its sale should not 
be taxed as personal property in the 
state of the testator’s domicile. Any 
view contrary to this has never received 
general acceptance. (Matter of Est. of 
Swift, 137 N.Y. 77, 32 N.E. 1096, 18 
L.R.A. 709, 1893). 


(b) Where.the equitable conversion 
is effected by executory contract before 
death of the owner, the majority opin- 
ion among inheritance tax states is that 


a resident decedent’s contract right is 
regarded as intangible personal property 
and the balances due under an execu- 
tory contract are taxable situs in the 
domiciliary state. But, cf. Jn re Baker, 
67 Misc. 360, 124 N.Y. Supp. 827, 
(1910) and Jn re Wolcott, 94 Misc. 73, 
157 N.Y. Supp. 268 (1916) holding 
that estates of New York residents were 
not taxable as to out of state realty 
which the decedents had contracted to 
sell on ground that decedent’s interest 
was one in real estate, thus declining 
to recognize the doctrine of equitable 
conversion. 


2. Taxation by state in which prop- 
erty is situated. 


(a) Where the conversion is effected 
by will at time of non-resident testator’s 
death, it is ordinarily held that the 
doctrine of equitable conversion has 
no application and the state where the 
property is situated will assess inheri- 
tance taxes as if the will made no pro- 
vision for a conversion. 


(b) Where the conversion is effected 
by executory contract before the death 
of the nonresident owner, recent opin- 
ions indicate that the courts decline to 
recognize the doctrine of equitable con- 
version, and such doctrine will not be 
used as a basis for avoiding inheritance 
taxation. Thus, the doctrine of equitable 
conversion will not be recognized where 
its effect would be to deny the state, 
where the real property is located, jur- 
isdiction to tax. But, cf. Jn re Boshart, 
107 Misc. 697, 177 N.Y. Supp. 567. 
(1919) and Jn re Russell, 119 Mise. 12, 
194. N.Y. Supp. 837, (1922) where the 
doctrine of equitable conversion was 


applied. 


3. Multiple taxation 
contract situation. 


in executory 


Inheritance taxation by state of de- 
cedent’s domicile when the property is 
located outside of the state. 


(a) An equitable conversion takes 
place by an executory contract for sale 
of real estate in another state, or 


(b) The contract rights of the ven- 
dor-decedent are regarded as intangible 
personal property and subject to taxa- 
tion under the theory of mobilia sequun- 
tur personam. 


Inheritance taxation by the state 


where the property is located. 


(a) The doctrine of equitable con- 
version is to have no application in the 
field of inheritance taxation. If the legal 
title is vested in the nonresident dece- 
dent at the time of his death, the power 
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of the state to tax the transmission of 
real estate within its borders is superior 


to the constructive alteration of the non- 
resident decedent’s real estate. 





GIFTS IN CONTEMPLATION OF DEATH 


WILLIAM K. VAN ALLEN 


Attorney, Lassiter, Moore and Van Allen, Charlotte, North Carolina 


VERY STATE SHOULD PROVIDE AS 4. Because the donor had thought 
does the Federal law that gifts about it for years. 
made more than three years prior to 5. To avoid personal liability on a 
death will not be held to be gifts in judgment. 
coniemplation of death. If a state wishes 6. To insure the control of the 


: 1 : leah 
to tax a gift made as many as seventeen cHaey Sa Seely Geageention 


years prior to death, it is my feeling 
that it should do so through an amend- 
ment to its gift tax laws rather than 
attempting to reach it through its in- 
heritance tax legislation. 


-1 


The creation of a trust to pro- 
tect the members of his family 
from hazards of business. 

8. To settle a family dispute. 

9. To satisfy a daughter so that an 
82-year old man could remarry. 


Some of the reasons which have in- 10. Fear of future impairment of 
duced federal courts to hold that a mental faculties. 
gift was not made in contemplation of 11. Discharge of a moral obligation. 
death but was a gift connected solely 12. To reward a child who had work- 


ed in his father’s business and 
had been underpaid in the past. 


Marriage gifts. 


with life are as follows: 


1. To reduce income taxes. 13. 
2. Payment of insurance premiums se 
of a trust to preserve the corpus 14. Birthday 


thereof. 15. Gifts to one child to equalize 
gifts previously made to others. 


and Christmas gifts. 


To provide independent income 
for close members of his family. 16. 


ive) 


Carrying out a lifetime of giving. 





On the other side of the coin, the 
factors that tend to make a gift one in 
contemplation of death are: 


1. Age of the donor (although one 
case held that a gift within four months 
of death at 92 was not in contemplation 
thereof. 


2. Health of the donor. 


3. Contemporaneous execution of a 
will. 

4. To provide for his family after 
death and other testamentary schemes. 


5. Time that elapses between the 


gift and death. 
6. Saving of death taxes. 


7. Size of the estate in proportion 
to the gift. 


Although any one or more of these 
seven factors would usually be involved 
in a case, none is conclusive, and in 
some cases, courts have held that the 
gift in question was not made in con- 
templation of death even though three 
or four of the seven factors have been 
present. 


What is the basis of the donated 
property in the hands of the donee for 
capital gains purposes where a gift has 
been made in contemplation of death? 
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The Revenue Act of 1928 and suc- 
ceeding acts provided that the basis of 
donated property where a gift had been 
made in contemplation of death was the 
same as for any other inter vivos gift, 
namely, the donor’s basis except where 
the donee was claiming a loss in which 
event the donee’s basis was the donor’s 
basis or fair market value on the date 
of the gift, whichever was less. This rule 
produced harsh results in certain cases. 


Internal Revenue Code of 1954 seeks 
to meet this problem. Section 1014(a) 
and 1014(b) (9), applicable to dece- 
dents dying after December 31, 1953, 
provides that if property given in con- 
templation of death is “not sold, ex- 
changed or otherwise disposed of be- 
fore the decedent’s death by” the donee, 
its basis shall be its value at the applic- 
able valuation date prescribed by Sec- 


tion 2032: 


(1) If the valuation date is date of 
death, the basis shall be the value of 
the property on the date of the don- 
or’s death. 

(2) If the optional valuation date 
is elected, the basis of the property 
shall be its value one year after the 
date of the donor’s death or its value 
on the date it is disposed of by the 
donee after death but before the 
optional valuation date. 


In either case the value on the applic- 
able valuation date is reduced by the 
deductions allowed to the taxpayer for 
exhaustion, wear and tear, obsolescence, 
amortization, and depletion on such 
property before the death of the dece- 
dent. In the words of the Senate Re- 


port, this provision was inserted “So 
that the donee will not receive a double 
deduction * * * . This rule will not in- 
volve the recomputation of the deduc- 
tions already taken for the period prior 
to the decedent’s death.” This reduction 
has been criticized by Professor Surrey 
who has pointed out that “Since this 
depreciation would often be reflected 
in the market value, it is therefore twice 
taken into consideration in establishing 
the basis after the decedent’s death.” 


The only exceptions to the general 
rule laid down in Section 1014 are in- 
come in respect of a decedent, includ- 
ing unexercised restricted stock options 
and the interest element in a survivor's 
interest in a joint and survivor annuity 
accruing since the annuity was pur- 
chased. (In these cases, of course, there 
is an income tax deduction for estate 
taxes paid.) 

1014(b) (9) basis ap- 
plies from date of death even though 
the optional valuation date is selected. 


The Section 


Where the donee has disposed of the 
property before the donor’s death, the 
basis of the property in the hands of 
the donee or in the hands of a person 
acquiring it from the donee is deter- 
mined without regard to Section 1014 
(b) (9). The donee’s basis in such cases 
is, therefore, the donor’s basis in case 
of gain or in case of loss, the donor’s 
basis or the fair market value on the 
date of the gift, whichever is less. 

As a result of changes in the Code 
in 1950 and 1954, the basis question 
has been greatly minimized. By virtue 
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of Section 1014(b)(9) of the 1954 
Code, if the donee has the property on 
the date of the donor’s death its basis 
and valuation for estate tax purposes 
are identical—which is a fair result and 
raises few problems. By virtue of the 
Revenue Act of 1950, no gift made in 
the three years prior to the date of 
the donor’s death is a gift in contempla- 
tion of death. A donee can, therefore, 
escape a harsh result by holding the 
property for three years. 


Some problems remain. Suppose a 
donor gives stock in a_ corporation 
which subsequently liquidates and dis- 
solves. The donor had a basis of $50. 
The stock had a fair market value of 
$200 on the date of the gift. The donee 
received $300 per share cash on liquid- 
ation. Will the donee’s basis be $50, 
$200 or $300? Will such an involun- 
tary disposition by the donee deprive 
him of the benefit of Section 1014 of 
the 1954 Code? Another question arises 
where the property has been stolen or 
lost. Has the donee “disposed of” the 
property within the meaning of Section 
1014(b) (9)? What happens if the 
property has been destroyed? Has the 
donee “disposed of” the property? 


From the standpoint of fairness and 
of administration 
each state would do well to give serious 
consideration to the adoption of a stat- 


ute similar to Section 1014. 
A A A 


certainty and ease 


Mellon Gives Concentrated 
Banking Course 


The 1956 session of its “Concentrated 
Course in Banking” for executives and 
potential executives of correspondent 
banks has been announced by Mellon 
National Bank & Trust Co., Pittsburgh. 
The program. which will be held in the 
Spring. lasts four and a half days and 
includes a session on Wills, Trusts and 
Taxes. This session is intended not so 
much to add to the skill of men who 
are regularly engaged in that work, as 
to attempt a review of the subject matter 
with which a man in general commer- 
cial banking should be familiar. For 
example. last year this session occupied 
one evening and was taught by vice 
president Alan S. Christner. The method 
used was that of a lecture followed by 
discussion, and the ground covered in- 
cluded the purpose of estate planning. 
how to proceed in arranging an estate 
plan, death taxes, a comparison of what 
heppens with and without an estate 
plan, and discussion of just how the 
commercial officers fit into this picture. 
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THE ANSWER TO THE BIG IF 
OF TRUST DEPARTMENT 
GROWTH 





TRUST INVESTMENT 
COUNCIL 


You know that your Trust Department 
could grow efficiently and profitably IF 
manpower were available and not ex- 
pensive. Well, it is available—and it’s 
not expensive —through membership in 
the Studley, Shupert Trust Investment 
Council, a cooperative organization of 
progressive community banks sharing 
the continuous assistance of a large 
staff of personnel especially trained in 
every phase of investment management. 
A booklet describing this relationship 
will be sent you upon request. Write 
for a copy now. 


STUDLEY, SHUPERT 
TRUST INVESTMENT 
COUNCIL 


900 PROVIDENT TRUST BLDG. 
PHILADELPHIA 3, PA. 
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Alabama Trust Education 
Committee Offers 
Recommendations 


The purpose of the Trust Education 
Committee of the Alabama Bankers As- 
sociation Trust Division is to engender 
interest in banking, especially trust ser- 
vice, as a career, committee chairman 
M. B. Slaughter, vice president of 
Merchants National Bank, Mobile, told 
the Fall Conference of the Association. 
The increasing perplexities arising in 
law, taxation, investment and business 
management present a critical person- 
nel problem, he said, because young 
men of promise are not imbued with a 
compelling yen for banking. Those who 
do choose banking seem to do so by 
accidental circumstance rather than by 
design. 


The committee’s determined purpose 
was to produce a specific recommenda- 
tion. “This involved some soul-search- 
ing self-criticism. The simple facts are 
that as salesmen we have, in most 
instances, done a wonderful job selling 
everything our banks offer except the 
banking business as a challenging ca- 
reer! In this field, we have been mostly 
a bunch of stuffed shirts. By and large, 
banking no longer excites the imagina- 
tion of our youth. 


“Ask any high school or college group 
what they plan to do when they finish 
school and you will get answers run- 
ning from space travel to skin diving. 
Those who do wander in a bank just 
looking for a job are taken over by 
the commercial department. If they give 
promise of future officer material, the 
commercial department quite under- 
standably takes a dim view of requests 
or suggestions of a transfer to the trust 
department. . . 


“Of this I am certain: if we don’t get 
out and dig for ourselves, we can’t ex- 
pect the bank personnel officer to do it 
for us. In the nature of things, he prob- 
ably knows the commercial depart- 
ment’s needs better than he knows those 
of the trust department.” 


The technical knowledge and broad 
experience necessary to produce com- 
petent trust administrative officers and 
personnel is in some respects perhaps 
more slowly acquired than a like com- 
petence in other phases of banking, the 
chairman observed. The past 25 or more 
years have witnessed an amazing transi- 
tion from relatively simple administra- 
tion to today’s complexities of law, go- 
ing business interest, taxes, equity in- 
vestments, growing timber and import- 


ant improved property holdings. The 
important point is that however broad 
the directors’ experience may be, they 
must have dependable administrative 
competence in their trust department if 
public confidence in and acceptance of 
the corporate trustee is to continue un- 
impaired. 


The following recommendations were 
offered as representing the consensus 
of the committee: 


1) If we are to compete successfully 
with industry and the professions in 
attracting worthwhile young men to 
banking, we must begin at the high 
school level rather than the college level. 
It is at this stage that young men are 
beginning to give thought to their ca- 
reer. This is the point of ignition of 
latent ambition. 


believes the ulti- 
mate rewards in the field of banking 
compare more than favorably with other 
fields in which men engage. We recom- 


2) The committee 


mend that such banks as are interested 
arrange to address the senior classes of 
local high schools. In acquainting boys 
with the rewards and lasting satisfaction 
to be obtained in the world of bank- 
ing, it would seem desirable to dispel 
a more-or-less prevalent impression 
that progress is less rapid than in other 
fields. Although there is need to pro- 
vide more rapid advancement for the 
exceptional employee, the committee be- 
lieves the time element between college 
and the attainment of a dependably 
comfortable income other 
tions and professions does favor a 
banking career. 


from voca- 


It is also the committee’s belief that 
where possible. the bank should offer 
vacation employment. In this way both 
boy and bank will have the opportunity 
of a mutual appraisal. Moreover, such 
employment will enable young men to 
select the phase of banking in which 
they are most interested and display the 
greatest talent. Young men thus at- 
tracted to banking will. on finishing 
college, start their business careers with 
the experience gained over the previ- 
ous three or four years. To this extent 
they will have made an important stride 
towards the attainment of their career 
objectives. 


However and wherever you begin, 
emphasize the romance and high chal- 
lenge to be found in trust administra- 
tion as a satisfying career. If there is a 
profession in the business world. it 
finds its finest expression in the work 
of the trust department. 
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PROFESSIONAL INVESTORS DIGEST 


Sidelights . . 




















OTHER PEOPLE’s MONEY IN EQUITIES 


Some reputable investment counsellors 
follow a policy of investing most of the 
equity money of individuals entrusted 
to them in the shares of “the one hig 
company” in several industries. They 
contend (1) that this automatically pro- 
vides diversification since all these “big” 
companies are investments in the whole 
economy rather than in any one seg- 
ment of it, (2) that the “big” company 
usually is better managed, (3) that the 
“big” company has a tremendous com- 
petitive and research advantage in our 
present complicated way of life, (4) that 
the “big” companies in late years have 
had a better growth record than the 
smaller ones, and (5) that the investor 
usually is more complacent in the shares 
of the big leaders than he is in “off-the- 
beaten track” investments. 


One of the objectives of the invest- 
ment counsellor is to please his clients. 
He wants to keep them. Often the client 
is better satisfied with an investment in 
duPont than with an investment in Filt- 
rol, even though the Filtrol commitment 
may prove much more profitable from 
point of capital gains. 


Possibly unconsciously, and perhaps 
for reasons other than those of the in- 
vestment counsellor, men who handle 
the common stock investments of trusts 
and estates also often lean strongly to- 
ward the shares of “the one big com- 
pany” in each industry. It makes their 
work easier and less likely to be criti- 
cized, 

\t an investment committee meeting 
recently, 1 objected to a proposal to add 
\o holdings of certain metal mining and 
steel shares on the grounds that the in- 
dustries represented always have been 
cyclical and that the business cycle is 
not exactly young when copper is 42 
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cents a pound and the steel industry is 
operating at 100% of capacity. One of 
the younger men on the committees, 
whom I greatly respect, took exception 
to my remarks and suggested that the 
economy has so changed as to make the 
cyclical approach obsolete. 


The economy no doubt has been made 
less cyclical by economic and _ political 
prophylactics established both by legis- 
lation and by accepted practice since 
1932 but I am unwilling to think that 
human nature has changed sufficiently to 
eliminate all of the ebb and flow of 
prosperity. Possibly our future reces- 
sions and depressions will be of shorter 
duration and less painful than some of 
those experiences in the past, but it is un- 
likely that former rhythms have ceased 
to exist in some form. 


Like all those who accept greater sta- 
bility as a much sought goal, it seems to 
me that one of the worst threats to it is 
too much “confidence” at the top. If 
the stock market and business had con- 
tinued to spin along at the early 1955 
rate until now, there would be too much 
“confidence” and excesses would be ob- 
vious. Perhaps the duration of the pleas- 
ant part of the current cycle has been 
extended by the political and business 
uncertainties of recent months. 

However you look at it, in new pur- 
chases, it seems to me, the managers of 
other people’s money in stocks must 
keep in mind the possibility that the 
business and stock market cycle may not 
be obsolete just because it is “different.” 

This is not an appeal, however, to 
concentrate on “timing” in managing 
common stock investments. It is my ob- 
servation that no one has mastered the 
art of timing, and that attempts to 
master it have caused billions not to be 
made in recent years. The common 
stock investor who buys well selected 
stocks and keeps them usually does well 
in the long run, even if his timing is 
poor. 

L. O. Hooper 
W. E. HUTTON & CO. 


STocKs IN PRESIDENTIAL YEARS 


Several interesting indications are 
presented by stock trends in election 
years. One of the most significant is 
that, on an overall basis, there has been 
a bull trend in the majority of presi- 
dential election years since the turn of 
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the century. In nine of the 14 years 
since 1900, the D.-J. industrials closed 
higher at the year-end than at the be- 
ginning of the period. The exceptions 
were 1916, when the first World War 
was being fought; 1920 and 1932, when 
depression conditions were well in evi- 
dence; 1940, when we faced a second 
World War, and 1948, when the decline 
partly reflected the unexpected victory 
of Harry S. Truman. 


Even more vivid in the record of 
share prices in election years since 1900 





Stock Market in Presidential Years 
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has been the uptrend in evidence from 
the lows recorded in June of each year 
to the highs achieved in October. In 
the 14 years of this study the highs in 
October exceeded the lows in June in 
all but one year, the exception being 
1920. The amount of these gains has 
varied from 2% in 1948 to 72% in 
1932. Analyzing this favorable 13-to-1 
ratio, another important market factor 
must be taken into account, the seasonal 
element of a summer rise in security 
prices, which has been one of the more 
important recurring trends. 


Another interesting indication from 


trends in election years is that buyers 
of equities have shown more confidence 
in the future after elections when the 
victory was for the Republicans than 
when the Democrats were successful. 
Since 1900, the Republicans have won 
in seven presidential election years and 
the Democrats have also been victorious 
seven times. In six of the seven years 
in which the Republicans won the elec- 
tion, the stock market closed the year 
higher than its level immediately prior 
to election day, the exception being 


1920. 


Of the seven times the Democrats 
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were victorious, the market closed 


higher only twice, in 1936 and 1944. 


What has happened in the stock mar- 
ket since the 1952 election is a matter 
of history, which records the sharp 
advance in share prices predicated on a 
booming economy with accompanying 
rising earnings and increased dividends. 
That the capitalization of these funda- 
mental factors in stock prices has in- 
creased denotes confidence toward the 
policies of the Eisenhower Administra- 
tion. 


FRANCIS I. pu PONT & CO. 


Roaps Try New Rate MANEUVER 


In an attempt to eliminate the costly 
time-lag customary in general rate cases, 
the railroads have taken a new tack in 
seeking freight rate increases of 7%, 
subject to certain limitations or “hold- 
downs.” On this occasion, they asked the 
ICC to suspend all present tariffs and 
rate orders to permit publication of the 
proposed higher charges. Despite pro- 
tests the Commission took the requested 
action. However, it does not follow that 
the higher rates are certain to go into 
effect on the date set by the railroads. 
Originally set by the carriers for Febru- 
ary 9th, the effective date has been mov- 
ed to Feb. 25th. Begininng February 
13th, hearings will be held before the 
Commission’s rate division, and on Feb- 
ruary 20th, the will 
hear oral arguments on the entire ques- 
tion of whether the tariff increases 
should go into effect. If a decision can- 
not be arrived at promptly, the effective 
date may be suspended for as long as 
seven months. 


full Commission 


As a further step to have the proposed 
higher rates go into effect promptly, the 
railroads have agreed to make refunds 
of any rates the Commission may find 
unlawful. In view of this stipulation, the 
prospects appear to be encouraging that 
the ICC will allow the higher rates on 
Feb. 25th. On an annual basis, the 7‘ 
increase would produce about $580 mil- 
lion of additional revenues, so if it goes 
into effect on schedule and refunds do 
not have to be made later, the railroads 
stand to receive around $500 million of 
the benefits this year. Without the higher 
rates, rail net income this year can hard- 
ly fail to decline below the indicated 
record net of roughly $915 million for 
1955. In fact, based on the higher wages 
that have gone into effect, increased costs 
of materials and supplies and the pros- 
pect of a 12-15% decline in automobile 


(Continued on page 138) 
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DEPENDS ON THE VIEWPOINT 


The high level and rapid 1955 expan- 
sion rate in consumer installment credit 
is a financial “hot potato” invariably 
good for a smart disagreement in opin- 
ion. By what criterion can one claim 
that $30 or $35 billion or more is too 
heavy a load; have individuals gone too 
far out on the limb of easy credit in 
the event of a dip in business activity 
and a decline in income levels; how far 
ahead should we borrow from tomor- 
rows demand to swell today’s business 
volume? ° 


Once considered a dubious method 
of financing sub-standard installment 
purchases, consumer credit has stepped 
into the lead chariot as the key driving 
force in the mass distribution parade. 
lts growth has coincided with the rise 
in disposable personal incomes which 
has brought American living standards 
to levels undreamed of a_ generation 
ago. In the United States outstanding 
credit approximates 8% of national in- 
come, followed by Canada and Australia 
at 6% and 5%, respectively. In Great 
Britain the ratio is around 214-3 and 
on the European continent 2% or under 
but evidence is not lacking that this 
potent economic stimulator is finding 
such growing favor abroad that several 
countries invoked controls during 1955 
to contain the rate of expansion within 
sane limits. 


President Curtice of General Motors, 
in New York City for the January Mot- 
orama, took sharp exception to efforts 
of the Federal Reserve to restrict credit 
availability. With some $14.3 billion of 
automobile paper outstanding at the 
vear end as evidence of the great and 
glorious privilege of every American 
to mortgage his future income for to- 
da\°s needs or pleasures, it is pertinent 
to wonder by what margin the automo- 
bile industry would have fallen below 
1955’s record output if two out of each 
(ree cars produced had not been fi- 
nanced through this medium. 


'n support of his thesis that instalment 
credit is not topheavy, Mr. Curtice cited 
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GMAC 


from his 


figures 
showing that today’s average terms are 
only 28 months against 24.5 one year 
and a half ago; that payments represent 
about 17% of the average household’s 


4 


income compared with 21% 


subsidiary 


a few years 
ago; that the average monthly pay- 
ment remains unchanged at around $80 
in spite of higher prices and optionals; 
finally, that only two of every 100 cars 
are ever repossessed. It is true that the 
rate of debt expansion slowed some- 
what during the fourth quarter and that 
collections are good, with delinquencies 
low. If such were not the case now with 
personal income at an all-time peak it 
would indeed be ominous. 


The suspicion nevertheless remains in 
the minds of a growing body of ob- 
servers that the ruthless pace of compe- 
tition has created much too large a vol- 
ume in other quarters than GMAC, per- 
haps. of borderline or substandard 
risks extremely vulnerable to the small- 
est jiggle in production or employment. 
Financing based upon dealers’ retail 
car prices on 36-42 month terms with 
minimum down payments is_ hardly 
conducive to a strong sense of equity 
interest in the buyer and it is obvious 
that in such cases somebody’s capital is 
being lightly committed to hands with 
little at risk. 


A group of prominent economists in 
a January forum conducted by the Na- 
tional Industrial Conference Board on 
consumer debt was not unduly alarmed 
about outstanding totals but a majority 
expressed concern over the 1955 rate 
of debt expansion because of the effects 
which marked variations from the norm 
exercise upon the economy. Even though 
outstanding debt totals may be quite 
within the repayment potential of the 
borrowers, unduly rapid growth over- 
stimulates the production processes. fol- 
lowed inevitably by inability to sustain 
the stepped-up pace. The opinion was 
expressed that we have now reached 
something akin to a credit crisis or 
“pretty close to it” and that the prob- 
lem is to stop inflation of money and 


credit without affecting business activ- 
ity which has become “almost hopeless- 
ly dependent” upon continued credit ex- 
pansion. Other participants brought out 
that abuses due to easy terms redouble, 
in the event of reaction, the effect of 
downward pressure on the economy in 
contrast to what it would be if credit 
had not been pushed so far. 


Chairman Martin of the Federal Re- 
serve Board suggested in April 1953 
before a Congressional committee that 
the Board be given continuing authority 
to regulate terms of consumer credit 
and, although this has not been forth- 
coming, he has made no secret of his 
opposition to those who clamor for 
looser credit reins whenever “sales do 
not exceed expectations or fail to set a 
record.” In a recent speech in New 
York City he remarked that “there are ‘ 
disquieting signs that people believe we 
are a lot smarter today than we were 
in the ’20s.” Chairman Martin may, if 
the President’s Economic Report to the 
Congress on January 24th is persuasive, 
yet get his wish because in this message 
Mr. Eisenhower recommended standby 
authority for regulation of consumer 
credit, although denying any present in- 
tent to use it. With motor car building 
indices already pointing lower, there 
are reasons for surmising that the pres- 
ent peak of credit demand may already 
have been passed but logic would never- 
theless seem to dictate the wisdom of 
having effective means of control in 
responsible hands, such as the Federal 
Reserve, for future contingencies. 


CAPITAL FORMATION Factrors—1956 


Estimating the factors affecting the 
flow of investment funds is a chancy 
business at best but the complications 
of this 1956 election year and continu- 
ing world tensions have not deterred 
Girard L. Spencer of Salomon Brothers 
& Hutzler from preparing his annual 
analysis which indicates a shortage of 
some $1.7 billion in long-term invest- 
ment capital. This figure is considerably 
less than last year and should present 
no particular problem for the commer- 
cial banking system to bridge, unless 
present calculations are badly awry. Mr. 
Spencer believes that capital demand 
will be felt to a greater degree in the 
early portion of the year.. Interest rates 
will probably remain stable for the pe- 
riod immediately ahead, even if eco- 
nomic activity continues at a high level, 
with subsequent easing as business slows 
down and conditions permit relaxation 
in the Reserve’s attitude. 
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The principal categories are as fol- 
lows: 


Treasury operations are not included 
except as indicated in the above com- 
ments, it is likely that long-term bonds 
will again be offered if conditions 





TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a divi- 
dend of 50 cents per share on the 10,020,000 


SUPPLY OF LONG-TERM FUNDS 











shares of the Company’s capital stock out- Billions i 

——— ing and entitled Se, receive Fc meng (In ) permit. 

payable Mar 6, to stockholders o i j 

record at the close of business February 24, Life Insurance Companies $ 5.9 — = 
1956. Mutual Savings Banks _____. 1.9 


E. F. VANDERSTUCKEN, JR., Savings and Loan Associations 5.6 





Secretary. 











Private Pension Plans = 2.3 
State and Local Pension Plans 1.4 
Fire and Casualty Insurance 1.2 


Individuals, personal trust 
funds, charitable and educa- 


‘Miia ‘isi 


PREFERRED DIVIDEND 
COMMON DIVIDEND 


A quarterly dividend of $1.75 per share 
on the Preferred Stock has been de- 
clared, payable March 1, 1956 to stock- 


holders of record at the close of busi- 
ness on February 23, 1956. 

A quarterly dividend of 35 cents per 
share on the Common Stock has been 
declared, payable March 24, 1956 to 
stockholders of record at the close of 
business on*February 23, 1956. 


AMERICAN RADIATOR & STANDARD 
SANITARY CORPORATION 


FRANK J. BERBERICH 
Secretary 


tional endowments. 5.6 
Total Supply Bi tehn 23.7 
DEMAND FOR LONG-TERM FUNDS 


Net Mortgage Requirements. 14.9 

Net State, Municipal, Revenue 
Financing KEN S 3.9 

Net Corporate Financing 7 6.0 








THE TEXAS COMPANY 
214th 
Consecutive Dividend 


A regular quarterly dividend of 
ninety cents (90¢) per share on 

























the Capital Stock of the Company Foreign Loans .... io 0.6 oe 
has been declared this day, pay- Total Demand ______..__._.. 25.4 ; 
able on March 10, 1956, to stock- , ‘ = 
ae of record at the close of Indicated Deficiency —. 17 

usiness on February 3, 1956. , ~~: 
i cit deel Mendis alll on. Among the supply factors, the life hemical 


main open. insurance figure represents a reduction 
of $500 million to cover policy loans 
en and real estate investments from the 
oo gross estimated $6.4 billion increase in 
assets. The private pension funds incre- 
ment of $2.1 billion will flow from 
receipts of non-insured plans, while 
from state and local plans placement of 
some $300 million in long-term Govern- 
ments will reduce the available to $1.4 


billion. 


S. T. CRossLanp 
Vice President & Treasurer 


Quarterly dividend No. 140 of 
$.75 per share has been de- 
clared on the Common Stock 
of Allied Chemical & Dye Cor- 
poration, payable March 9, 
1956, to stockholders of record 
at the close of business Febru- 
ary 17, 1956. 

R. F. HANSEN, Secretary 


January 31, 1956. 




















Mortgage requirements for family, ce ~ 
multi-family, commercial and farm prop- 
erties should be around $22.8 billion, 
which will be abated by some $7.5 bil- 
lion amortization and repayments, plus 
around $400 million of mortgages to be 
absorbed by FNMA. Public finance to- 
tals of $6.5 billion will be lessened by 
about $2.6 billion of retirements, ma- 
turities and sinking fund operations to 
$3.9 billion. In the corporate sector, 
overall increase of $8.4 billion will find 
offset of $2.4 billion total retire- 
ments, with the balance of $6 billion 
represented by approximately $4.4 bil- 
lion in bonds and the balance in pre- 
ferred stocks. Although 


A 
CITIES SERVICE COMPANY 


Dividend Notice 


The Board of Directors of Cities Service Company has 
declared a quarterly dividend of sixty cents ($.60) per 
share on its Common stock, payable March 12, 1956, to 
stockholders of record at the close of business February 
10, 1956. 











Southern California 
Edison Company 


SOCONY MOBIL 
OIL COMPANY, INC. 


Dividend No. 180 
DIVIDENDS 

The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 





The Board of Directors on 
January 24, 1956, declared a 
quarterly dividend of 50¢ per 
share on the outstanding capital 
stock of this Company, payable 
March 10, 1956, to stockholders 
of record at the close of business 
February 3, 1956. 


W. D. BICKHAM, Secretary 


CUMULATIVE PREFERRED STOCK, 
4.08% SERIES 

Dividend No. 24 

25/2 cents per share, an 


CUMULATIVE PREFERRED STOCK, 
4.88% SERIES 

Dividend No. 33 

301/2 cents per share. 








and common 











{| 





The above dividends are pay- 
able February 29, 1956, to 
stockholders of record Febru- 
ary 5. Checks will be mailed 
from the Company's office in 
Los Angeles, February 29. 








P, C, HALE, Treasurer 


January 20, 1956 














ERLE G. CHRISTIAN, Secretary 
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IBM international BUSINESS 
® MACHINES CORPORATION 


590 Madison Ave., New York 22 


The 164th Consecutive 
Quarterly Dividend 


The Board of Directors of this Corporation has 
this day declared a Quarterly Cash Dividend of 
$1.00 per share, payable March 10, 1956, to 
stockholders of record at the close of business 
on February 17, 1956. Transfer books will not 
be closed. Checks prepared on IBM Accounting 
Machines will be mailed. 


Cc. V. BOULTON, Treasurer 
January 17, 1956 











THE FLINTKOTE COMPANY 
New York 20, N. Y. 
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+ A quarterly dividend of $1.00 per 
: share has been declared on the 
*s $4 Cumulative Preferred 
* Stockpayable March 15, 1956, to 
8 stockholders of record at the close 
s of business March 1, 1956. 

s A quarterly dividend of $.60 per 
s share has been declared on the 
$ Common Stock payable March 
‘ 15, 1956, to stockholders of record 
s at the close of business February 
’ 24, 1956. 

. 

‘ 

’ 

s 

s 

: 

‘’ 


CLIFTON W. GREGG, 
Vice-President and Treasurer 


February 1, 1956. 
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COMMON STOCK 
DIVIDEND 





The Board of Directors of Central 
and South West Corporation at its 
meeting held on January 17, 1956, 
declared a regular quarterly divi- 
dend of thirty-five cents (35¢) 
per share on the Corporation’s 
Common Stock. This dividend is 
payable February 29, 1956, to stock- 
holders of record January 31, 1956. 


Leroy J. SCHEUERMAN, 
Secretary 


CENTRAL AND SOUTH WEST 
CORPORATION 


Wilmington, Delaware 











SOUTHERN 
NATURAL GAS 
COMPANY 


Birmingham, Alabama 


Common Siz:ck Dividend No. 68 


A regular quarterly divi- 
dend of 45 cents per share 
has been declared on the 
Common Stock of Southern 
Natural Gas Company, pay- 
able March 13, 1956 to 
stockholders of record at the 
close of business on February 
99, 1956. 


H. D. McHENRY, 
Vice President and Secretary. 


Dated: January 21, 1956. 
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Britain Looks at EQUITIES 


Our British trustee cousins are also 
having troubles in the never-ending 
search for greater income and protection 
of principal values, to judge from re- 
ports in the London Economist. Al- 
though the trend toward liberalized in- 
vestment powers in British trust instru- 
ments has reportedly made marked 
progress in recent years, there has ap- 
parently been less reflection of the new 
view in laws affecting trustee invest- 
ment. Lacking broad powers, the ad- 
ministrator can now only abide by the 
terms of the trust instrument, make use 
of the strictly circumscribed list of per- 
missible investments set forth in the 
Trustee Act of 1925 or apply to the 
High Court for relief, the last obviously 
an unsuitable method for extension of 
powers and one which affords no as- 
surance of success. 


The Charitable Trusts Committee was 
set up in 1950 under the chairmanship 
of Lord Nathan. Its report, filed in the 
closing days of 1952, departed from its 
limited investigative area to make some 
pertinent remarks about trustee invest- 
ment in general and pointed out the 
obsolescence in the statutory list, its ex- 
clusion of many sound utility stocks, for 
instance, and its preponderant accent 
upon fixed income media offering no 
shelter against inflation. The Committee 
went on to summarize the hard facts of 
investment survival and urged greater 
flexibility with, for example, up to per- 
haps 50% in stocks meeting strict stand- 
ards. The sequel to the labors of the 
Committee, as published in the Econo- 
mist at the end of July 1955, have ap- 
parently resulted in Governmental intent 
to simplify procedure for charitable fund 
trustees to obtain broader powers 
through proper authorities. 


Not so, however, for the non-charit- 
able trustee unfortunate enough to be 
struggling in an investment straight- 
jacket. The Government rejected the sug- 
gestion for greater latitude as open to 
“serious objection” in the conviction 
that inclusion of equities “might be re- 
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From The Economist 











AMERICAN GAS 
AND ELECTRIC COMPANY 


4a 
Common Stock Dividend 


regular — dividend of fifty 
eA cents ($.50) per share on the Com- 
mon capital stock of the Company issued 
and outstanding in the hands of the public 
has been declared payable March 10, 
1956, to the holders of record at the 
close of business February 10, 1956. 


W. J. ROSE, Secretary | 
January 25, 1956. 



































Union CARBIDE 


AND CARBON CORPORATION 


UCC 


Acash dividend of Seventy-fivecents 
(75¢) per share on the outstanding 
capital stock of this Corporation 
has been declared, payable March 
2, 1956 to stockholders of record 
at the close of business Feb 3, 1956. 








KENNETH H. HANNAN, 


Vice-President 

















GOULD-NATIONAL 
BATTERIES, INC. 
SAINT PAUL, MINNESOTA 


' Manufacturers of Automotive 
and Industrial Batteries 
DIVIDEND NOTICE 


Preferred Dividend 








The Board of Directors today declared 
a regular quarterly dividend of 56%¢ 
per share on the Cumulative Preferred 
Stock, payable February 1, 

to shareholders of 
record January 


20, 1956. 


Common 
Dividend 
The Board of 
Directors today 
declared a dividend 
of 42¥2¢ per share on 
Common Stock, payable 
February 1,to shareholders of 
record January 20, 1956, 














A. H. DAGGETT 
President 


December 
12, 1955 








YALE & TOWNE 


Declares 272nd Dividend 
75¢ a Share 


ww On Jan. 26, 1956, 
dividend No. 272 
of seventy-five 
(75¢) cents 

per share was 
declared by the Board 
of Directors out 
of past earnings, 
payable on 
April 2, 1956, to 
| stockholders of record 
| at the close of business 
Mar. 15, 1956. 






F. DUNNING 


Executive Vice-President and Secretary 
THE YALE & TOWNE mc. co. 


Cash dividends paidin every year since 1899 
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garded as conveying a measure of of- 
ficial guarantee of their suitability for 
investment,” likewise, “the very con- 
siderations which in some circumstances 
would lead to the enhancement of the 
trust funds mighi in other circumstances 
lead to considerable losses.” Hence, if 
recourse to some agreement by the in- 
terested parties or to the Court is fruit- 
less, the Government is unwilling to solve 
the trustee’s dilemma. 


On the bright side of the~ British 
equity picture, however, is the experi- 
ence of the Commissioners of the Church 
of England who have been gradually 
shifting its investment portfolio toward 
larger partnership participation since 
1948. Their recently released report for 
the year ended in March showed £13.2 
million invested in equities out of 
£19.4 milliorw total securities purchased, 
or roughly two thirds. This policy has 
raised the position in industrial equities 
from £3.5 million in 1949 to £40.6 mil- 
lion, even though more than half of the 
portfolio still remains in British Govern- 
ment bonds. Total income has risen by 
£1.4 million to £10.5 million. The chart 
from the Economist (p. 129) shows the 
progress over the last seven years, and 
there are indications from the Arch- 
bishop of Canterbury that further re- 
course to equities will be had. 


HOW YOU CAN GET 
INVESTMENT FACTS 


about 
THESE MUTUAL FUNDS 


@eeeeevovesesen eee 
@eeeeeoevoeoeeeee e688 


Prospectuses and other information on 
these mutual funds available from local 
investment firms — or circle preference 
above and maii ad with your name and 
address to: TE-2 


HUGH W. LONG ano CO.., inc. 


ELIZABETH 3, NEW JERSEY 


©0000 06000 0 0 0 0 0 ow ow resiiscsessnsssnsnsssssessssasesesnenananestoepenecececnnesssss 
eseevoeseseeeseeeee 


130 





MUTUAL FUND NOTES 


by Henry Ansbacher Long 


Mutual Fund in Charitable 
Trust Held 3-Way Tax Saver 


Massachusetts Life Fund has recently 
detailed the several tax advantages as 
well as the diversification benefits of 
using mutual funds in charitable trusts 
which receive securities with large cap- 
ital gains and retain the income for a 
family group. In the case outlined the 
trust received shares of a_ blue-chip 
common stock which the donor had 
purchased at a _ considerably lower 
price. Income from this charitable trust 
will be paid first to the donor and then 
to his two children, who are presently 
approaching their majority for life. It 
is expected that the trust will produce 
income for a long period of time before 
the principal eventually passes to the 
charity. 

Interestingly enough the compelling 
reason for establishing the trust in the 
mind of the donor was not to reduce 
taxes, but to diversify his investment 
in the blue chip (which was out of pro- 
portion to his other holdings) without 
the erosion which would result from 
the combination of Federal and state 
capital gains Income taxes of 
course, will also be reduced for the two 
years in which transfers were made to 
the charitable trust. Estate taxes will 
be diminished. Projecting income on 
this protected principal at 4% for a 
period of about 60 years, which this 
trust will probably be paying the named 
individuals, the total increased income 


tax. 


will be 60% more than if the trust had 
not been set up, the low-cost blue chip 
sold and the proceeds passed on to the 




















children by will. 
$33,000 Original Value 
10,000 Cost 
23,000 Gain 
x32% Fed. & Mass. Cap. Gains Tax 
7,360 Cap. Gains Tax 
25,640 Net after Tax 
x 40% Estate Tax 
10,256 Total Estate Tax 
15,384 Net after Tax 
x5% Probate Cost 
769 Probate Cost 
14,615 Net Estate after Probate 
x 4% Income Return 
584 Annual Return 
x60 Years 
35,040 Annual Return for 60 Years 
14,615 Net Estate Principal 
49,655 Total 60 Years 





$1,320—Return from 33,000 Trust at 4% 
x 60 Years 


79,200 Total 60 Years 
$29,545 Advantage Trust. 





Gross Sales Top Billion Mark 


Gross sales of new shares by mutual 
investment funds topped the billion dol- 
lar mark in 1955, the first year in the 
history of this fledgling financial insti- 
tution that this volume has been reached. 
While gross reached the figure of $1.,- 
207,458,000, redemptions of $442,500 
reduced the net sales for the period to 


$764,908.000. Total of the 


net assets 








AFFILIATED 
FUND 


+ A Common Stock Investment Fund 


Investment objectives of this 

Fund are possible long-term 

capital and income growth for 
its shareholders. 





| CHICAGO 


Prospectuses on request 
LORD, ABBETT & Co. 
63 Wall Street, New York 


ATLANTA 
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AMERICAN 


BUSINESS SHARES 


A Balanced Investment Fund 


Company supervises a portfolio 
balanced between bonds and 
preferred stocks selected for 
stability, and common. stocks 
selected for growth possibilities. 


LOS ANGELES 
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125 mutual members of the National 
Association of Investment Companies 
reporting at the 1955 year-end equaled 
$7,837,524,000. Including with this 
total the $1.2 billion value of 26 closed- 
end investment company member assets 
brings the year-end grand total of both 
closed and open-end funds to $9 billion. 


The increase in number of share- 
holder accounts of the open-end or mu- 
tual type companies also established a 
record with the addition of more than 
381.000 new investors. This was well 
over twice the number of new accounts 
added during 1954. On December 30, 
1955, there were 2,085,325 open-end 
accounts and 187,224 of the closed-end 
type. The Association notes that these 
latter figures are approximate and rep- 
resent the combined totals for the com- 
panies; been 


duplications have not 


eliminated. 


Total annual sales of the mutual or 
open-end funds and increase in their 
shareholder accounts for the last five 
years are shown above. 


World-Wide Mutual Fund 

Sales Unit Organized 

a mutual fund 
periodic sales plan, the first to estab- 
lish headquarters in Pittsburgh, has 
commenced operations with the Feder- 
ated Fund of New England as the open- 
end company in which purchases will 
be concentrated. Peoples First National 
Bank and Trust Co. of Pittsburgh has 
been appointed custodian of the new 
plan and arrangements have been made 
for local investors to make payments 
directly to any one of its 31 offices. 


Federated Plans, Inc., 


Robert G. Word, president of the new 
company, and John F. Donahue, vice 
president, have had extensive experience 
in the selling of mutual funds, both hav- 
ing been formerly associated with King 
Merritt and Co., one of the largest deal- 
ers specializing in nation-wide distribu- 
tion of open-end companies. Having 
also sold extensively to military person- 
nel, representation has already been 
established in 16 states and_ several 
foreign countries as well as Alaska and 
the Philippines. James A. Lennon, an- 
other vice president, has been a princi- 
pal officer of Federated Fund of New 
England and its sponsor and manager, 
Federated Management Corporation, 
since 1952, shortly after organization 
The newly organized group may also 
“9 other mutuals along with Federated 
‘und, 


Freeruary 1956 





SALES OPEN-END FUNDS 


(thousands) 
Net Increase 
Gross Sales Repurchases Sales Shareholders 

ae x... $1,207,458 $442,550 $764,908 381.5 
Cl 862,817 399,702 463,115 166.6 
1953 672,005 238,778 433,227 178.3 
1962 782,902 196,022 586,880 248.6 
oO _—_——ae 774,610 321,550 353,060 171.8 








@ The Seattle-Tacoma Trust Men’s Asso- 
ciation held its bi-monthly meeting on 
January 17, hearing a discussion of 
Variable Annuities by Gordon Bingham, 
actuary of Northern Life Insurance Co. 


Stevens 


& Clark 


S dd ees Prospectus on request: : 
ti aero ae 1 
Cu Cl Gk sae 10 Post Office Square 
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Common Stock Fund, Inc. 


@ James E. Bishop, assistant trust offi- 
cer of First National Bank and Trust 
Co., Tulsa, recently spoke on “Trust 
Funds and Wills” at a Business and Pro- 
fessional Women’s club meeting. 









Boston 9, Massachusetts 


300 Park Avenue 
New York 22, New York 


8 So. Michigan Avenue 
Chicago 3, Illinois 
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MASSACHUSETTS INVESTORS 
GROWTH Stock FUND 





Massachusetts lnvestors Trust 





Century Shares [rust 





CANADA GENERAL FUND 


(1954) LIMITED 





The 
Bond Fund 


OF BOSTON 











NEW YORK 
61 Broadway 





A prospectus relating to the shares of any of these separate 
investment funds. may be obtained from authorized dealers or 
TANCE, SANDERS & CONDIPANY 
111 DEVONSHIRE STREET 
BOSTON 


CHICAGO 
120 South LaSalle Street 











LOS ANGELES 
210 West Seventh Street 
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HENRY ANSBACHER LONG INDEX of MUTUAL FUNDS 


Indices are based on fund operation during the period covered and are | 








No responsibility is assumed in so far as compliance with the Statement 
of Policy is concerned for the employment_in whole or in part of the 
index by issuers, underwriters or dealers. Principal indices for January 
31, 1955 appear in the February 1955 issue and current income returns 
based on January 31, 1956 offering prices are available on request. 
These will soon be added to a revised short form index. 


not a representation of future results. They should be considered in the 
light of the individual companies’ investment policies and objectives 


and the characteristics and qualities of the investments of these companies. 







































































































































































: I 6 7 16 17 18 19 20 
Reference should be made to the introduc- ‘ 
tory article in July 1949 issue, outlining pur- 12/31/35 12/30/39 to 1/31/56 Last 12 mo. Div. Jo| Prin. Less | 5°Yr. Avg. 
poses of publication and oe in 1/31/56 Net Cum. Cap. | Net Invest. 
selecting stock and cost-of-living averages, — Principal ee Invest. Cap. | Distr. (Bid)| Income % 
periods and in interpretation of data. Principal oe High Principal Inc. Distri. 1/31/56 
BALANCED FUNDS 
American Business Shares = 6.50 176.3 +174.6 3.35 5.02 4112.3 3.48 
Axe-Houghton Fund “A” a 71.4 269.4 265.8 2.37 4.51 196.7 2.82 
Axe-Houghton Fund “B” as 88.1 302.8 +296.6 2.84 4.53 228.8 3.58 
Boston Fund 103.1 60.2 234.6 $228.6 2.70 3.24 7183.1 3.28 
Commonwealth Investment 106.3 73.5 288.0 283.9 2.94 3.15 233.9 3.56 
Dreyfus Fund**** (c) -- — 282.2 $263.1 2:82, 7.61 +220.3 3.15 e 
Eaton & Howard Balanced 114.5 73.6 254.1 249.6 2.86 2.24 217.9 3.44 
Fully Administered Fund (Group Securities) — as 69.4 186.0 183.5 3.36 10.28 137.4 3.33 
General Investors Trust 110.0 65.2 180.6 +176.6 3.37 3.75 +136.0 4.04 
Investors ‘Mutual — 73.5 210.1 204.4 3.35 1.61 170.7 3.88 e 
Johnston Mutual Fund a — 261.3 255.5 3.11 4.03 226.6 3.62 e@ 
Nation-Wide Securities** ae ee eas 102.6 59.6 175.9 173.6 3.23 3.28 139.4 3.81 
George Putnam Fund ___. — 69.2 208.9 203.3 2.93 3.30 166.7 3.49 
Scudder Stevens & Clark __ 97.4 80.9 204.4 200.8 2.90 4.15 166.1 3.22 
Wellington Fund 105.2 75.0 $217.9 214.5 3.04 3.07 165.6 3.45 
Whitehall Fund — — 265.7 260.5 3.25 5.31 216.4 3.70 e@ 
Wisconsin Fund, Inc.*** — 65.1 306.8 7296.0 3.14 1.27 7203.5 3.55 
AVERAGE: BALANCED FUNDS -~__.....-.__. 105.6 70.8 232.4 227.2 3.00 4.32 173.4 3.49 
STOCK FUNDS 
Affiliated Fund*** — 50.2 246.9 242.8 3.53 4.75 149.2 408 
Broad Street Investing Corp. 109.9 60.1 305.5 299.2 3.54 3.19 244.0 4.34 
Bullock Fund 109.8 61.0 296.0 288.6 2.72 3.46 232.2 3.84 
Delaware Fund sa 76.1 215.2 210.5 2.97 5.28 118.3 3.56 
Diversified Investment Fund, Inc.*** (c) — — 218.3 211.5 3.92 4.41 180.7 4.72 e 
Dividend Shares 109.0 62.1 246.9 ¥240.4 2.95 3.02 ¥193.9 3.84 
Eaton & Howard Stock 107.1 62.7 356.1 347.6 2.36 3.44 295.2 3.22 
Fidelity Fund — — 360.3 4347.1 3.50 2.45 299.3 4.30 e 
Fundamental Investors 105.2 64.8 385.0 374.9 2.99 3.66 313.9 3.91 
Incorporated Investors 103.6 63.9 381.4 4372.5 | 253 5.88 | 4298.3 3.40 
Institutional Foundation Fund < — 247.9 241.4 3.09 3.45 185.5 3.38 @ 
Investment Co. of America — 50.8 302.9 294.3 2.60 701. | 206.6 3.29 
Knickerbocker Fund ate 69.0 144.7 $142.0 3.44 7.02 | + 84.4 2.74 
Loomis-Sayles Mutual Fund (c) ———____ _| 72.4 74.2 $235.7 4233.4 | 2.79 5.67 | +152.6 2.92 
Massachusetts Investors Trust 110.7 50.7 316.0 306.5 3.41 2.49 | 281.8 4.15 
Mass. Investors Growth Stk. Fund ——._ 114.2 S74 %S288 318.7 1.94 5.73 | 255.3 2.45 
Mutual Investment Fund (c) 129.7 56.1 212.4 207.8 2.52 3.55 165.0 2.57 
National Investors — 60.7 364.4 352.0 2.40 5.56 267.4 3.05 
National Securities — Income*** (c) _. — 66.0 144.3 141.1 4.49 2.17 119.8 5.38 e 
New England Fund (c) 117.4 61.4 199.4 ¥196.6 3.48 7.13 7144.2 3.68 
Selected American Shares 123.8 60.9 253.2 +245.8 3.02 6.14 4179.7 3.79 
Sovereign Investors ___ — 62.5 197.4 190.1 3.46 1.80 160.1 4.65 
State Street Investment Corp. 92.8 60.7 300.9 286.2 r2.50 8.18 181.0 2.76 
Wall Street Investing Corp. (a) — — 337.1 325.2 2.89 0.46 312.8 3.56 e@ 
AVERAGE: STOCK FUNDS 108.1 63.2 284.9 277.2 2.91 4.50 212.9 3.45 
90 STOCK INDEX (Standard & Poor’s) —.... | 106.7 59.3 368.6 350.6 = — — —s 
CONSUMER PRICE INDEX (B.L.S.) —-. | an n99.7_ +=n193.6 | — _ sone — — 
| | 











Base index number of 100 is the offering price on Dec. 30. 1939. 


COL. 6, 7, and 16 arrived at as follows: To the bid prices at the respective 











dates indicated are added all capital distributions to such data and the re- 
sultant sum is divided by the 1939 base offering price. 


COL. 19 represents the current month-end bid (col. 16 less all capital distri- 
butions) divided by the 1939 base offering price. 


INCOME PERCENTAGE includes only those dividends paid by the com- 
panies out of income earned from dividends and interest on their portfolio 
securities (exciuding all capital distributions). 


COL. 17 represents figure obtained by dividing such dividends accruing over 
the annual period ending with the stated date by the average of the twelve 
month-end offering prices ending on the corresponding date. 


CAPITAL GAIN DISTRIBUTION column (18) represents percentage of 
distribution, if any, from capital gains or any other source, for the current 
annual period. 

COMPANIES ORGANIZED AFTER 1939 are given an initial index number 


on the date they commence business equal to the average of all those stock 
or balanced funds in existence at the time. 





n—new revised series adjusted to Dec. 1939 base. 

r—plus rights. 

(c)—r-grouping awaits new detailed classifications. 
New England a flexible fund with current 
balanced policy. 

(a)—Does not reflect new acquisition cost. 
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+Ex-dividend current month. 
tHigh reached current month. 
@Principal index begins after 1939 base date. 


**Recame Balanced Fund in 1945. 
***Not included in balanced or stock average. 
****Name changed from Nesbett Fund. 
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How's the market? 


Not a bad question these days ...one which unfortunately can't be 


answered realistically here and now. But Mr. Foster Cooper and his 
staff are quite real... and very realistic when handling all types ol 


security transactions for our clients. 


That's Mr. Cooper, scanning the financial news ticker for up-to-the- 
minute news on an important market development. Behind him are 
several members of his department, experienced traders in touch 


with dealers and brokers on various exchanges across the country. 


They're part of our trust affiliate’s team of top-flight “pros” 
outstanding in the field of managing money for individuals and cor- 
porations. Isn't that the kind of team you want to help manage your 
financial affairs? 

We would like to send you a copy of “HOW TO GET THE MOST 
OUT OF YOUR INVESTMENTS.” It describes our Investment Advisory 
Service, which many clients feel is more than worth the modest 


annual fee. Just drop us a line for your copy ...no cost or obligation. 


The FIRST 
NATIONAL CITY BANK 
of New York 


Investment Advisory Service is 
Administered by our Affiliate: 

CITY BANK FARMERS TRUST COMPANY 
22 William Street, New York 5 


Member Federal Deposit Insurance Corporation 














MOODY’S INVESTORS YIELD TABLES 


Prepared monthly for TRUSTS AND ESTATES by Moody’s Investors Service 






















































YIELDS oF YIELDS OF PRICES, DIVIDENDS 
TAXABLE TREASURIES CORPORATE BONDS AND YIELDS 
BY MATURITY GROUPS BY RATINGS 125 INDUSTRIAL STOCKS 
= T T T = = T T = ™ T T T Sst 
125 IN PERCENT L25 260 IN PERCENT 260 60 PRICES AND DIVIDENDS 
($ PER SHARE) 
3 YEARS 
1.50 150-7 + 2.80 280 - 
r 1.40 “ 
PRICES 
H 75 Svtars YS 
ee eS 00n g 3.00 7 | 
F 1.20 
- 2.00 2.00 4 
= 320'=4 
: + 1.00 - 
2.25 2.255 . : j 
\: s : J $40 YIELD 
= ° son f = 9 
A 10 YEARS ce - . 
° ea 
= 250 \ : i Vv oh ba 3 - 
: +. j . YIELDS. 
eas : es 3.60 ~ MW Sete, 
\ vi fi Baa v en it 
- 275 - \ j De 
\ \ 7 |. 60 F ad 5 - 
- \ §F 380 + iy ot 4g 
. ¥ . ! -° o 
~ KNYW~ 300 - yr: o-oo 
v tim FT 
3S, OF 2/15/95 POR aa / " 
~2405, OF 9/15/72-67 + 4.00 400 + 40 DIVIDENDS 
- 90° \ 25 | (710 SCALE) 
3/4S, OF 6/15/83-78 
1953 | 1954 | 1955 | 1956 - 1953 | 1954 | i955 l 1956 - 1953 1 1954 | 1955 | 1956 - 
— End of Month —— 
Jan. Dec. Jan. 1955-56 1951-54 1946-50 1941-45 1931-40 1919-1930 
1956 1955 1955 = Range for Period—-— — — 
1. U.S. Government Yields —..._...._____. 
3-Year Taxable Treas. —__.....___. ae 2.62 2.90 1.95 2.90-1.86 280-1.43 1.68-0.90 1.32-1.07 (a) (a) ia) 
5-Year Taxable Treas. _..--_-»_-___ 2.74 2.95 2.32 2.96-2.18 3.00-1.75  1.87-1.06 1.70-1.24 (a) (a) (n) 
10-Year Taxable Treas. —————.... © 2.80 2.92 2.59 2.99-2.52 3.16-1.95  2.10-1.38 2.10-1.49 (a) (a) (a) 
Bank 2%, 9/16/72-67 —__.._.... 4 2.81 2.89 2.66 2.97-2.60 3.16-2.21 2.43-1.96 2.48-2.03 (a) (a) (a) 
Victory 2%, 12/15/67 ——.______ =. GF 2.80 2.88 2.66 2.94-2.60 3.31-2.44  2.48-2.08 2.50-2.37 (a) (a) (a) 
OO a. YF 2.87 2.93 2.76 3.00-2.68 (b) (b) (b) (b) (b) 
3s, 1995 : aiineiaaicmcwaae My 2.97 3.00 3.06-2.96 
2. Corporate Bond Yields — 
Aaa Rated Long Term —_._-----——_ “7 3.09 3.15 2.95 3.18-2.91 3.44-2.65 2.91-2.45 2.88-2.59 5.75-2.70 6.38-4.42 
Aa Rated Long Term —.....__-»_>_E_—s 3.17 3.23 3.08 3.24-3.04 3.52-2.70 2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
A Rated Lens Ten. __........_ 9, 3.28 3.34 3.16 3.35-3.14 3.69-2.87  3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa Rated Long Term —..._-_-_ «/ 3.59 3.63 3.46 3.63-3.45 3.90-3.15  3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
8. Tax-Exempt Bond Yields —.__-__ ee 
Aaa Rated Long Term —.__.___. ais, 2.27 2.30 2.10 2.34-2.05 2.73-1.28  1.98-0.90 1.84-9.93 2.81-1.56(b) (ec) 
Aa Rated Long Term ——__.._ ‘/ 2.45 2.50 2.25 2.50-2.18 2.96-1.37 2.21-1.04 2.11-1.21 3.02-1.78(b) (e) 
A Rates inane Tem “7 2.74 2.85 2.58 2.85-2.54 3.34-1.72 2.64-1.28 2.49-1.49 %.29-2.11 (b) (ec) 
Baa Rated Long Term __......... ‘“ 3.22 3.26 3.05 3.26-3.02 3.79-1.98 3.05-1.57 2.94-1.80 3.71-2.60 (b) (ce) 
4. Preferred Stock Yields —.-___. 
Industrials—High Dividend Series 
MN I nce neta / 3.90 3.91 3.87 3.95-3.87 4.24-3.80  4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
Medium Grade ———.......... ‘/ 1.51 4.51 4.53 4.54-4.45 5.28-4.53 5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Tndustrials—Low Dividend Series 
High Grade “/ 3.71 3.71 3.67 3.73-3.63 4.02-3.45  3.92-8.27(d) (d) (d) (d) 
INR III este, "1% 4.11 4.10 4.09 4.13-4.03 4.39-3.80 4.20-3.52 (d) (d) (d) (d) 
Utilities—Low Dividend Series 
I in 3.94 3.96 3.94 3.98-3.89 4.45-3.77 4.24-3.40(d) (d) (d) (d) 
Medium Grade —... i - 4.27 4.26 4.26 4.32-4.19 4.87-4.17 4.65-3.69 (d) (d) (d) (d) 
6. Common Stocks 
125 Industrials—Prices (f) $140.11 $145.67 $116.83 145.67-116.83 115.64-64.91 64.46-43.20 49.30-22.69 49.10-10.56 78,06-34.81 (e) 
125 Industrials—Dividends (f) - $5.72 $5.71 $4.79 5.72-4.79 4.73-4.13 4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16 (e) 
125 Industrials—Yields - (4.08 %3.92 %4.10 4.18-3.63 6.84-4.09 7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19 (e) 
(a)—U. S. Govt. Bond Yield Averages in this series date from Jan. 5, 1943. (d)—Low Dividend Preferred Yield Averages in this series date from 


(b) —U.. S. Govt. Bond Yield Averages in this series date from April 15. 1953. 


(c)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. 


*Revised 


Jan. 2, 1946. 


(f)—Dollars per share. 
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(c)—125 Industrials Averages date from Jan. 1, 1929. 
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Painting by Marshall Johnson in collection of Second Bank-State Street Trust Co. 





HE OFFICE EQUIPMENT INDUSTRY 
(ete to be on the verge of a 
period of accelerated growth, particular- 
ly in the relatively new areas opened 
by electronic applications. The industry 
historically has been subject to cyclical 
fluctuations with general business, but 
this characteristic may become less pro- 
nounced because of the rapid technolo- 
gical developments in the field and the 


imperativeness of controlling _ rising 
office costs. 
Office equipment is sold at high 


prices and comes under the heading of 
capital goods. During periods of brisk 


business activity. managements have 
been willing to make expenditures for 
such equipment, not only because 


money was available. but also because 
it facilitated the handling of a large 
volume of business. Workers in these 
times are scarce, salaries relatively high 
and the demands of customers insistent. 
A turndown in business has called for 
economies, a slackening in the work- 
load, and a tendency to make the old 
equipment do. Although the period of 
maximum efficiency of a machine is 
limited, its life is flexible and in ad- 
verse periods replacement and upgrad- 
ing with new equipment can be _post- 
poned. And finally, there is generally 
more used equipment on the market in 
bad times. As a result sales of office 
equipment have fluctuated widely with 
the business cycle. . 

The future of the business machine 
industry is tied to the increasing costs 
of paperwork, The prosperity and rising 
standard of living in the United States 
have been made possible through the 
productivity of American labor, largely 
brought about through the growing 
automation of industrial plants. Ad- 
Justed to the present value of the dollar. 
hourly factory wages increased 52% 
between 1940 and 1954. However, man- 
ufacturing dollar sales increased 108% 
over the same period and the sales vol- 
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ume per factory worker rose from $27.- 
700 to $40,400 or 46%. 


Rising Tide of Paperwork 


The same unfortunately cannot be 
said for clerical workers. In 1940 there 
were 10.8 clerical for 
hundred persons employed in other 
lines. By 1955 the proportion had in- 
creased 41°% to 15.2 clerical workers 
per hundred. Furthermore in 1940, one 
out of thirty employed persons in the 
United States was engaged in clerical 
work and in 1955, one out of nineteen. 
From 1940 to 1954 the number of 
clerical workers was up 96%, and their 
wages in the last six years alone are 
up nearly 25‘~, adjusted for the pres- 
ent value of the dollar. It was recently 
stated that only 5% of the costs of 
running American bookkeeping facili- 
ties goes to machines and 95% to labor. 
Today there are more clerical workers 
than farmers and about two-thirds as 
many as factory workers. It is there- 
fore obvious that the cost 


workers every 


of clerical 
work is no longer to be shrugged off. 
It is a major management problem. A 
further complication is that, despite 
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OFFICE EQUIPMENT 


ELECTRONICS TO THE RESCUE 


J. MALCOLM de SIEYES 





After graduation from Dartmouth College 
and Harvard Business School, followed by 
service in World War II, the author be- 
came associated with Hemphill, Noyes & 
Co., where he is in charge of research activ- 
ities. In this article, Mr. de Sieyes points 
out some of the effects which advancing 
electronic techniques have already exerted 
and may yet exert in this particular seg- 
ment of industry. 





the increase in clerical wages, they 
have not increased as fast as factory 
wages, resulting in minimizing the at- 
tractiveness of the work to people of 
high levels of intelligence so necessary 
to office efficiency. The inevitable long- 
term result will be that clerical wages 
will be forced to rise further and faster 
in order to maintain efficiency. 


The reason for the growth in the 
clerical force lies in the tremendous in- 
crease in paperwork. both voluntary and 
involuntary. Business records are con- 
stantly being improved both as to num- 
ber and completeness. There are also 
more mortgages, more insurance poli- 
cies and more articles purchased on 
time. In the case of banks, the number 


Remington Rand Univac in action, showing Central Computer in the background, and, 
in the foreground, the Supervisory Control panel. The control printer, at the right be- 
hind the operator, prints out spot results, or permits the computer and the operator to 
communicate with each other. The mercury memory is inside the Central Computer 
cabinet. At the right are the Uniservos, high-speed tape-handling mechanisms that feed 
information into the computer, and take away the finished results. The man is mounting 
a reel of magnetic metal tape on one of the Uniservos. One reel holds 1,500,000 alphabetic 
or numeric characters. 
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IBM 702 Electronic Data Processing Machine, designed for busi- 

ness use, is capable of performing more than 10 million operations 

an hour. Essential components include the arithmetical and logical 

unit, the operator’s control console, magnetic tape units, an input 
card reader, and an output printer and card punch. 


Burroughs’ E 101 “desk-size” electronic computer shown with 

optional tape input fills the wide price and performance gap be- 

tween desk type calculators and large scale million dollar com- 

puters. Now in volume production, the E 101 is scheduled for 
delivery this year is banks and industry. 








of checking accounts has doubled in 
fifteen years and checks written have 
increased from thirty-five to fifty billion 
annually. On top of this the Govern- 
ments, national, state, and municipal. 
are demanding an ever greater number 
of reports. 


The only answer lies in greater auto- 
mation in the office, meaning more office 
equipment. The sales potential of the 
various types of office equipment is 
not equal, for some can be expected to 
grow little, if any, faster than the pop- 
ulation as a whole while others, such 
as electronic computers, appear to have 
an unusually bright growth future. 


Nature of Business 


The office equipment industry in 1954 
had sales of an estimated $2 billion 
which constituted about 1.5% of dur- 
able goods sales in the United States. 
It is dominated by a few. well estab- 
lished companies because reputation is 
an important attribute and volume op- 
erations must be achieved to be com- 
petitive, necessitating a large 
force. Patents are important in many 


sales 


instances. Overhead is very high and 
relatively inflexible because sales pro- 
motion is of great importance and ac- 
counts for a large part of the sales 
dollar. Below we show the year to year 
changes in the combined sales and 
earnings of eleven of the twelve com- 
panies tabulated on page 137. (Dicta- 
phone is omitted because it did not re- 
port sales until 1949). It will be seen 
that the change in net does not parallel 
the sales trend. 


1955 earnings statements are expect- 
ed to show sales some 10% to 15% 
higher and net income about 20% 
higher. 


Non-Glamor Lines Still Important 


The bread and butter still lies in the 
old standard lines of machines, but 
they also would appear to have the least 
growth potential. The office typewriter 
market is largely on a_ replacement 
basis. However, a trend is being ex- 
perienced to higher priced electric type- 
writers. Portable typewriters appear to 
have some growth potential as a larger 





COMBINED SALES and EARNINGS — 11 COMPANIES 








% chg. % che. 
Sales over prev. Net Income over prev. 
Year - millions - year. - millions - year. 
1954 $1217.9 + 5.8% $84.1 + 29.4% 
1953 1151.1 + 14.3% 65.0 + 2.2% 
1952 1007.0 + 11.7% 63.6 — 2.6% 
1951 901.5 + 20.5% 65.3 — 18.0% 
1950 748.3 + 17.6% 75.1 + 7.9% 
1949 636.4 + 2.7% 69.6 — 7.1% 
1948 619.7 + 114% 74.9 + 18.1% 
1947 556.5 + 35.7% 63.4 + 56.9% 
1946 410.0 + 12.6% 40.4 + 86.2% 
1945 364.2 21.7 
9 year average + 14.7% 9 year average + 19.8% 
5 year average + 140% 5 year average + 48% 





percentage of the population learns to 
type in school. This segment of the in- 
dustry is dominated by International 
Business Machines (electric machines 
only), Royal McBee. Smith - Corona. 
Sperry Rand, and Underwood. It is a 
highly competitive field and, although 
at times profitable, subject to wide 
fluctuations. 

Adding machines appear to be a 
largely saturated field. There has been 
little improvement in this type of office 
equipment since the introduction of the 
electric driven machine. This 
appear to be another market which is 


would 


largely replacement. Their life is long 
their way to 
The calcula- 
multiply and 
subtract maj 
for 
these have not been sold in as great 
numbers and they have been improved 
to a far greater degree. This business 


and many of them make 
the second hand market. 
ting machine which will 
divide as well as add and 
have a larger market open to it, 


is also dominated by a few companies. 
namely: Burroughs, Clary, Friden, Mon- 
roe, Marchant, Sperry Rand, National 
Cash Register, Felt & Tarrant, Under- 
wood, and Victor. 


Other established lines are cash reg- 
isters, a field dominated by National 
Cash Register, duplicating machines. 
principally from Addressograph-Multi- 
graph, inter-office and inter-plant com- 
munications systems, manufactured by 
Tel Autograph among others, postage 
meters with Pitney Bowes by far the 
largest factor, and dictating machines 
made by Dictaphone and others. 


Bookkeeping machines made _princi- 
pally by Burroughs, National Cash Reg- 
ister, Sperry Rand and Underwood, stil! 
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appear to have good growth -potential. 


. ‘ — EARNINGS PER SHARE — 
These machines are being constantly 








Est. Recent ; Price X 
improved and they are also being com- 1951 1952 1953 1954 1955 Price Div. Yield Earnings 
ie sedi ith t Nati 1 Cash Addressograph 

a a Multigraph* * $6.84 $5.84 $5.74 $5.92 $786 118 $4.00(g) 34% 15.0 
Register in its 1954 annual report stated Burroughs Corp. 152 158 144 156 2.00 30 1.00 33 15.0 
that it was developing devices whereby Dictaphone Co. . 925 891 8.90 1059 1350 111 6.00 5.4 8.2 
a computer can be linked to a cash Felt & Tarrant - 2.63 0.76 082 0.22 0.25 9 ~- -— 36.0 
hee ene . dite : International Business 
lh at aye Page gs — Machines... 6.80 7.29 853 11.35 13.63* 398 4.00(b) 10 29.2 
machine. this 1s done by the use Of @ Marchant Calculators. 2.44 222 215 175 2.50 23 1.30(c) 5.7 9.2 
punched tape. It is expected that de- National Cash Register 1.76 1.56 171 194 2.00 36 1.10 3.1 18.0 
velopments along these lines will result Pitney Bowes 130 1.34 1.48 2.41 2.85 46 1.60(d) 3.5 16.1 
in greater sales of standard office ma- Royal McBee** 384 262 232 183 24 22% 140 50 114 
Te PE A a EE ORE Smith Corona*** 5.60 3.70 3.14 1.10 3.26 31 0.60(e) 1.9 9.5 
. on I . Tel Autograph Corp.. 0.77 1.09 1.30 1.95 3.00 33 1.50 (f) 4.5 11.0 
computer. Underwood Corp. 6.77 5.00 1.13 1.66 2.75 35 2.00 5.6 12.9 
4 . : , (*) actual (b) plus 244% stock paid 1956 
Growth Enters the Picture (**) fiscal year ends July 31 (c) plus 4% stock paid 1956 
with A field which appears to have excel- (***) fiscal year ends June 30 (d) plus 2% stock paid 1955 
» be- lent growth potential is the so-called (e) plus 4% stock paid 1956 
com- a er ee ; . : (f) plus 5% stock paid 1956 
punched card accounting machine, for et Geter the 
| for ; — ; : (g) plus 3% stock paid 1955 
in addition to the speed up in office 
—_— work that they can provide, they are and experimentation time by cutting where a research organization, account- 
also used as part of the input systems calculating time to a fraction. Despite ing, sales, or other department of a 
s to for the electronic computer which, in the many functions that a large machine company can use the machine for a 
e in- our opinion, has the greatest growth can perform, the average company may few hours on a rental basis. These 
ional potential of any segment of the office find insufficient applications to justify centers so far have been confined to 
nines equipment field. By far the leader in the expense, hence this necessarily lim- large cities, but as the use of com- 
rona. this field is International Business Ma- its the market and indicates that the puters becomes more widespread, their 
is a chines followed by Sperry-Rand and _ greatest potential lies in the medium availability will increase. 
ough Underwood. and smaller units with less capacity and There are two types of computers, 
wide The installation of an electronic com. ™0re modest price tags. 


puter poses many problems. Careful 


Smaller enterprise may require a 


the analogue and the digital computer. 
The analogue computer is essentially 























be a planning is required to ascertain what computer periodically for short periods a measuring device. The electronic digi- 
been the computer can do and where it can and service centers are being set up tal computer is a calculating device 
office fit into the operational pattern of the 
f the particular company. This is both time 
vould consuming and costly. For instance one 
ch is company had two men working six 
long months just evaluating computers and , .—_s 
on i then ten more months working out the = a 
leula- details of what the computer could do = } 
> and for their particular enterprise. Interna- ops 
t may tional Business Machines, the principal a 
t, for manufacturer in the field, took three 
great months to program the payroll data for Investment Advisory Service 
yroved its Poughkeepsie plant employing 8,600 
teas persons. Consolidated Edison thinks 
songs that it will take two years to program BROWN BROTHERS HARRIMAN & Co. has served for many 
-Mon- its 1,500,000 accounts and two more years as investment adviser to a substantial group of clients 
ational years before all customer accounts are throughout the United States. 
Jnder- converted. One of the principal deci- Our staff includes specialists experienced in the invest- 
ions for management is which type of ment problems confronting trustees and other institutional 
i nes computer can be used economically. The j; 
aoe larger machines, which may rent for ee 
ational si , ; ae ; 
iaak as much as $40,000 a month, can only We welcome inquiries regarding our program of co- 
Muliti- be of value to companies with large operation with such clients. 
t com- volume of data to process. In manv 
org. instances — will first consider 
stage computers for payrolls and from that 
ag point will decide what other functions BROWN BROTHERS HARRIMAN & Co. 
achines the machine can perform in spare time. PRIVATE BANKERS 
hese added functions may take the 
a form of sales and market analysis, pro- 59 Wall Street, New York 5 
ncl- 4 2 ° . 
ihe Th. ors and is ig een ag CHICAGO PHILADELPHIA BOSTON 
on a ous benefit in research is 
od, still 4 that the machine allows more thinking 
ISTATES 
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which can perform long computations 
automatically, handling a steady stream 
of information as it goes along. These 
machines can solve any numerical or 
mathematical problem. Basically the 
digital computer is made up of five 
parts: input, storage, computation, pro- 
graming, and output. The input unit 
inserts information into the machine 
through the use of punched cards, 
punched tape or magnetic tape. The 
storage section of the machine retains 
information which may be _ original 
data, intermediate answers or instruc- 
tions and each storage location is ident- 
ified by its own number or symbol. The 
computation unit does all of the calcu- 
lations. The programing or control unit 
gets instructions from storage and exe- 
cutes each instruction. The instructions 
received by the control unit not. only 
tell the machine what to do but also 
tells it where to store the results. And 
finally the machine must have an output 
unit which either writes the answer or 
puts it on a punched card or on mag- 
netic tape. 


Cybernetic Magic 


It is difficult to comprehend the speed 
with which these units operate. The 
IBM model 705, for instance, will accept 
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an input from tape of 15,000 characters 
per second and from punched cards of 
20,000 characters per minute. In pro- 
cessing, this machine can do 8,400 addi- 
tions or subtractions per second, 1,250 
multiplications, 550 divisions and make 
29,400 decisions. On the output end 
15,000 characters per second can be 
printed on tape, 150 lines per minute 
can be written and 100 cards per min- 
ute can be punched. This is one of the 
fastest, giant computers and, obviously, 
smaller ones operate at lower speeds 
with smaller capacities. 

It can readily be seen that in order 
for a computer to operate at maximum 
efficiency the input and output units 
must also be able to operate at very 
high speeds. It is in these two fields that 
a market exists for development of 
equipment to feed computers. Com- 
panies will find a profitable field in the 
development of the input and ouput 
components of computers, even though 
they do not make the computers them- 
selves. 


Two illustrations give some idea of 
the functions that can be performed 
by a large computer. The Mellon Na- 
tional Bank has begun to do its loan 
bookkeeping for the main bank and 49 
offices with one machine. This machine 
sets up all records for a new loan, cal- 
culates new figures when payments are 
made, and closes the account when the 
loan is paid. The bank will also eventu- 
ally transfer its mortgage loan book- 
keeping to the machine. Another large 
unit being used by the City of New 
York to calculate payroll in one opera- 
tion calculates incentive payments, with- 
holding taxes, overtime and other pre- 
mium payments. The possible reduction 
in clerical help is immediately evident 
from the above illustrations, plus the 
speed at which they _ perate. 

The leaders in the infant digital com- 
puter field are International Business 


Machines-and Sperry Rand. Burroughs, 
Marchant, National Cash Register and 
Underwood are also in the field. Gen- 
eral Electric is a recent entry, and RCA 
is building special installations. Compu- 
ters are still a small part of the business 
of all these companies but growth in the 
future seems assured. 


1953 the office equipment 
stocks have been out-performing the 
general market. In 1954 the Hemphill. 
Noyes & Co. average of over 1,000 
stocks listed on the New York Stock 
Exchange was up 45% while the office 
equipment group was up 68%. In 1955 
the superior action of the group was 
not as pronounced but still with the 
average up 15% the office equipment 
group was up 17%. With the outlook 
for good business in 1956 and indica- 
tions of a further increase in office 
equipment sales we would expect se- 
lected stocks of this industry to continue 
to out-perform the market this year. 
The ever-increasing need for greater 


Since 


office efficiency and lower costs assures 
growth although it will not be uniform 
in all segments of the industry. 

A A A 
MEMOS 

(Continued from page 126) 

production, rail earnings probably would 
fall to $700-750 million this year with- 
out benefit of rate increases. On the 
other hand, with the proposed rate ad- 
vances, net might well attain a new peak 
of $950-$1,000 million. 


On the basis of presently indicated 
prospects, the better grade rail stocks 
likely to turn in the best performances in 
the year 1956 are: 

Atchison, Topeka & Santa Fe, Chesa- 
peake & Ohio, Great Northern, Illinois 
Central, Kansas City Southern,, New 
York, Chicago & St. Louis, Norfolk & 
Western, Virginian Railway. 

ARTHUR JANSEN 
W. E. BURNET & CO. 
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Our Newest Turnpike. Much of the new Ohio Turnpike is lined 
with USS Multisafty Cable Guard—a system of resilient steel 
cables that will give the best possible protection against off-the- 
road crashes. To provide skid resistance and smoother riding, as 
well as longer life for the pavement, the two ribbons of concrete 
are reinforced with USS American Welded Wire Fabric. And 
more than a million tons of USS Slag Aggregate, a product of 
U. S. Steel’s blast furnaces, were used to make concrete for 
this ’pike. 
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Whirling Cattle Feeders. These feeders look like industrial 


ventilators. But actually, their purpose is to protect livestock 
mineral feeds (a flour-like substance) from wind and rain, yet 
keep the feed always accessible to the animal. The feeder is 
made from USS Steel Sheets. 





TRADE MARK 


STEEL . 


Free Movies. Over a dozen motion pictures are available free 
from your nearest United States Steel Film Distribution 
Center. Any recognized group may borrow the films. Write for 
the free booklet that describes these films. Address United 
States Steel, 525 William Penn Place, Pittsburgh 30, Pa. 
Ask for booklet MP-125. 


UNITED STATES STEEL 


For further information on any product mentioned in this advertisement, write United States Steel, 525 William Penn Place, Pittsburgh, Pa. 
AMERICAN BRIDGE..AMERICAN STEEL & WIRE and CYCLONE FENCE. .COLUMBIA-GENEVA STEEL. .CONSOLIDATED WESTERN STEEL. .GERRARD STEEL STRAPPING. .NATIONAL TUBE 


OIL WELL SUPPLY. . TENNESSEE COAL & IRON. .UNITED STATES STEEL PRODUCTS. .UNITED STATES STEEL SUPPLY. . Divisions of UNITED STATES STEEL CORPORATION, PITTSBURGH 
UNITED STATES STEEL HOMES, INC. - UNION SUPPLY COMPANY + UNITED STATES STEEL EXPORT COMPANY - UNIVERSAL ATLAS CEMENT COMPANY 6-207 





This trade-mark is your guide to quality steel 





See the United States Steel Hour. It's a full-hour TV program presented every other week by United States Steel. Consult your local newspaper for time and station. 
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HE McKINNEY PANEL REPORT ON 
atomic energy will have a “long 
half-life.” 


The 40,000-word report, with its ac- 
companying background material sup- 
plement of nearly 300,000 words, filed 
with the Joint Congressional Committee 
on Atomic Energy on Jan. 31, is a mas- 
sive collection of expert opinions and 
useful data which is as remarkable for 
its lack of color and food for contro- 
versy as it is valuable for its realism. 


The Chairman of the Joint Commit- 
tee, Senator Clinton P. Anderson of 
New Mexico, had asked a panel of eight 
men, headed by Publisher Robert Mc- 
Kinney of the Santa Fe New Mexican, 
to report on the impact of the peaceful 
development of atomic energy on “our 
way of life, our economy, our industry, 
our natural resources, and including the 
effect upon employment.” 


The Senator also asked the panel to 
consider the effect of atomic develop- 
ments abroad and to study the activi- 
ties of the Atomic Energy Commission. 


The Report conflicts with none of the 
emerging sober judgments which stu- 
dents of the atomic energy field have 
been forming over the past several years. 
It decried the “fabulous stories” with 
which the American people have been 
barraged and put the whole business in 
the best perspective yet for any investor 
with time and knowledge enough to read 
and digest it. 


Observers who looked for fuel to feed 
the fires of current differences between 
the AEC and its Congressional overseers 
were for the most part disappointed but 
all agreed that the document would be 
useful for a long time, a long “half-life,” 
in the words of scientists who measure 
the rate of decay of radioactive mate- 
rials in “half-lives,” that is, the period 
during which half of the radioactivity 
will be dissipated. 


For investors, the conclusions of the 
McKinney panel are important: 
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NUCLEAR ENERGY REPORT 


Developments of Investment and Commercial Interest 


McKINNEY REPORT: APPRAISAL OF PEACETIME USES 


EDWARD R. TRAPNELL 


Associated with Bozell & Jacobs, Inc. 


the impact of atomic energy will 
be strong and beneficial, with dislo- 
cations and effects on other segments 
of the economy “not different from 
those normal in a rapidly expanding 
economy.” 

a lot of work remains to be done 
before atomic power becomes com- 
petitive; later on it will be cheap 
but not free; other applications of 
atomic energy will contribute to the 
production capabilities of our fac- 
tories and farms and new avenues to 
better health are in prospect. 


nuclear fuels may be supplying as 
much power by 1975 as all fuels and 
hydro sources supply today, in the 
context of a power industry three or 
four times larger than today’s. 


atomic contributions to agriculture 
assure adequate food supplies for the 
world and real help to the under- 
nourished peoples of the world and 
mean more pressure on the U. S. to 


solve its own agricultural supply 
problems. 
radiation preservation of foods 
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Forecast of electric generating capability in millions of 
kilowatts. By 1980, “atomic” electricity would equal 
1955 total. Result: Greater production, more leisure. 


From N. Y. Herald Tribune, Feb. 5, 1956 





will supplement rather than replace 
other methods. 


propulsion is a major field of po- 
tential application for nuclear energy 
with commercial shipping a_proba- 
bility not proven, commercial air- 
craft a possibility with many prob- 
lems and little promise, locomotives 
a possibility with not much promise 
nor point, and motor vehicles not 
even possible in the “forseeable fu- 
ture.” 


atomic energy means continuing 
improvement in production _ tech- 
niques and quality of product for 
industry. 


many other nations need all these 
benefits more than America and 
American dollars and developmental 
effort are called for on substantial 
scale both to meet our obligations 
as a leader of free nations and to 
realize the opportunity beckoning us. 


continued government expenditure 
is required for research and develop- 
ment with the possibility of enlarge- 
ment 


lags. 


whenever private investment 


shortages of trained people, haz- 
ards and liability protection, and un- 
necessary secrecy are problems which 
retard speedy atomic development. 


The supporting materials which un- 
derlie these conclusions are important. 
The opinions and judgments studied by 
the Panel were conservative, without 
undue bias, and reasonably adequate 
although too preoccupied with proced- 
ural details. These factors, considered 
in the light of the caliber of the panel, 
make the McKinney report a useful and 
dependable guidebook for legislators. 
The members of the panel, in addition 
to Mr. McKinney, were: 

Ernest R. Breech, chairman of the 
Board of Ford Motor Co.; George RK. 
Brown, engineer, executive vice presi- 
dent of Brown & Root, Inc., Houston: 
Sutherland Dows, president and chair- 
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man of the Board of lowa Electric Light 
& Power Co., Cedar Rapids, Ia.; John 
R. Dunning, physicist-engineer, Dean 
of Engineering, Columbia University; 
Frank M. Folsom, president of the 
Radio Corporation of America; T. 
Keith Glennan, former member of the 
Atomic Energy Commission, president 
of Case Institute of Technology, Cleve- 
land; Samuel B. Morris, general man- 
ager and chief engineer of the Depart- 
ment of Water and Pewer, Los Angeles, 
and Walter P. Reuther, president of the 
United Automobile Workers 
president of AFL-CIO. 


On points of primary investment in- 


and vice 


terest, the panel recommended: 


On POWER .... that the American 
people recognize a lot of money must 
be spent to develop nuclear fuels and 
that public funds must be used if pri- 
vate funds are not adequate. 

On CONTROLLED THERMONU- 
CLEAR studies . . . that more brains be 
enlisted and that investors in nuclear 
fission projects be given more informa- 
tion about thermonuclear work. 

On PROPULSION .. . that feasibility 


studies be started on merchant ship 
propulsion. 


On FOOD PRESERVATION 
that work be continued but with recog- 
nition of the possibility of greater sur- 
pluses resulting from grain deinfesta- 
tion. 


On INDUSTRIAL USES that 
research be stepped up in areas relating 
to materials processing and that indus- 
try be encouraged to explore atomic 
space and process heating. 


On INTERNATIONAL AFFAIRS... 
that an expanded program with defined 
objectives be set up under which the 
U. S. would furnish fuels for power 
plants and permit private financing. 


On HAZARDS, PROTECTION, and 
INSURANCE .. . that more informa- 
tion be gathered about hazards and 
their control before the big demonstra- 
tion reactors are in operation and that 
the insurance industry be encouraged to 
meet atomic-insurance problems within 
concepts of private enterprise. 

On OWNERSHIP OF SPECIAL NU- 
CLEAR MATERIALS . . . that present 
restrictions be continuously reviewed 
“in anticipation of the establishment 
of private ownership,” and the con- 
trols on activities of American compan- 
ies in foreign countries be re-evaluated. 


On FINANCIAL ENVIRONMENT . 
. . that AEC be given clear guidance on 
priorities of military and peaceful uses, 
that AEC provide financial assistance 
for “demonstration” reactor projects, 
that a free market for uranium be es- 
tablished to meet needs for peaceful 
uses with tonnage guarantees to meet 
military requirements, that price sched- 
ules for production of. special nuclear 
materials be declassified to permit pub- 
lic examination. 


In general, investors can take com- 
fort from the McKinney Panel report, 
not because it threatens no cataclysmic 
changes but because it is bound to be 
a constructive influence for the creation 
of an environment in which atomic en- 
ergy development can be carried for- 
ward by a pattern more consistent, at 
least, with the normal pattern of eco- 
nomic development of industry. 


AEC Regulations Exempt Foreign 
Financial Assistance from 
Reporting Requirement 

One step in the direction of the Mc- 
Kinney Panel recommendations taken 
last month by AEC was the issuance of 
regulations for general authorization of 
foreign activity by U. S. firms. 
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The Atomic Energy Act makes it un- 
lawful for any person to engage directly 
or indirectly in the production of any 
special nuclear material outside the 
U. S. except under an agreement for 
cooperation made with the foreign na- 
tion, or upon AEC authorization. 


The new regulations formalize a pol- 
icy determination made last October by 
AEC and define reporting requirements. 
Financial assistance is specifically ex- 
cluded from the list of activities on 
which U. S. citizens must report to the 
Commission. Also excluded are normal 
sales promotion ectivity and communi- 
cation of information publicly available 
and other very general data on reactors 
or production facilities. 

Reports are required on any activity 
in the design, construction or operation 
outside the U. S. of nuclear reactors 
or their special components, as well as 
separation of isotopes of uranium, plu- 
tonium and thorium, or the production 
of heavy water, zirconium, graphite (of 
reactor grade) and beryllium. 


Nuclear Powered Merchant 
Ships May Get Test. 

Nuclear fuel is ideal for naval vessels 
because the concentration of energy— 
2.500.000 times that of coal 
lief from the logistics burden of supply- 


-means re- 


ing fuel to a fleet, it frees war vessels 
from the restraints on speeds and move- 
ment imposed by fuel supply. problems 
and for submarines nuclear fuel permits 
continued underwater operation since 
there is no need for oxygen and no 
exhaust gas. 

These advantages are the underlying 
justification for the immense nuclear 
propulsion program due in the next 
few years for the Navy. But merchant 
vessels are something else. Fuel is not 
one of the determining overall cost fac- 
tors in operation of a ship in ordinary 
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trade. Space saved in getting rid of 
fuel bunkers is an advantage to both 
commercial and war vessels. 


President Eisenhower’s new budget 
calls for two merchant ships, one a near- 
standard dry cargo vessel with an al- 
ready technically proven nuclear power 
plant of the pressurized water type. No 
claims are made that this is the most 
economical to build or operate, just 
that it is most nearly ready. This is 
basically the “exhibit ship” turned 
down by Congress last year as having 
no “developmental” value. 


The other is a brand new 35,000-ton 
tanker, specially designed and with a 
more promising, but not identified, nu- 
clear power system. Before either pro- 
ject is approved, the Joint Committee 
can be expected to ask some penetrating 
questions as to what the pay-off might 
be, how much can ship operating costs 
be reduced by changing fuels, what is 
the economic justification for spending 
research, time and money in this field 


when others are more urgent. 


Long Term Uranium 
Prices Uncertain 

The guaranteed prices for uranium 
ores in the AEC source materials buy- 
ing program will expire in 1962. If 
expected military have 
been met at that time and the expected 
peacetime fuel requirement has not de- 
veloped, which is unlikely within five 
years, and if present output capacity 


requirements 


of domestic uranium mines holds up, 
or even increases, there will be a sag 
in ore prices until the full peacetime 
demand develops. 

This is not exclusively the worry of 
the miners. AEC raw materials special- 


ists have expressed concern that some 
properties may go out of production, 
only to be brought back into produc- 
tion later at increased costs. 
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The McKinney Panel noted that guar- 
anteed prices are the basis for the ura- 
nium mining industry, on grounds that 
government requirements could not be 
met otherwise. These price guarantees 
were established primarily to meet mili- 
tary requirements, but the resulting 
stable ore prices, as the Panel pointed 
out, are of benefit to investors in the 
peacetime uses of the atom. 


But this system is not necessarily the 
only system which will meet the needs 
of future uses, which, the 
panel points out, then suggests an al- 
ternative. The uranium market could be 
partially supported or stabilized by 
government commitments to purchase, 
over a period of years, amounts neces- 
sary to meet military requirements. The 
desired free market could thus be begun, 


industrial 


with the government active in the mar- 
ket as a buyer to some definite and pre- 
determined extent. Consequent adjust- 
ments in the price, said the Panel, 
shouldn’t affect the growth of peaceful 
uses, “because the basic ore price is 
only one factor in establishing reactor 
fuel costs.” 


AEC Relaxes Secrecy on 
Thermo Nuclear Power 


Investors who are not accustomed to 
putting their money into enterprises on 
the basis of the government’s “Papa 
knows best” type of assurance gained 
some ground this month when AEC 
opened information on _ controlled 
thermo nuclear power to the holders of 
Access Permits. 


Access Permits are the ticket by 
which persons with a bona fide inter- 
est can get classified . . . secret and con- 
fidential information. Previously. 
AEC has denied the backers of 
some $250 millions worth of nuclear 
power projects access to the thermo 
nuclear data, offering only assurances 
that the secret work would not under- 
mine investments in fission power. 


even 


It is not planned at this time to make 
such data public, but this policy may 
be trimmed by pressures due to be gen- 
erated in Congressional hearings in 
late February and March. There are 
other areas pointed out by the McKin- 
ney panel, where secrecy prevents de- 
sirable public scrutiny of AEC pricing 
policies which affect the basic economic 
decisions of private sponsors of nuclear 
power development, such as the prices 
the government is willing to pay for 
fissionable materials produced in_pri- 
vately owned reactors. 


TRUSTS AND ESTATES 





Sn Sat OLR AER 


pas 


jar- 
ira- 
hat 

be 
ees 
vili- 
ing 
ted 
the 


| to 
on 
apa 
ned 


led 
} of 


by 
ter- 
on- 
sly. 

of 
ear 
mo 
ices 


ler- 


ake 
nay 
en- 
in 
are 
-in- 
de- 
ing 
mic 
ear 


ices 


pri- 


TES 





4 





MANAGEMENT SPEAKS... 


. Abstracts and quotations from recent talks by the top 
management of companies whose securities are of interest 
for trust fund and other institutional investors. 


O. ROGERS FLYNN, Jr. 
Contributing Editor 





The prevailing optimism of manage- 
ments which forecast higher sales and 
profits fer 1956 continues to underscore 
a basic question of policy as to the con- 
tent of talks to the financial community: 


Will the same managements find it to 
the best interests of their companies and 
shareholders to make equally complete 
and forthright predictions of unfavorable 
developments to come? 


Consistency has become a _ recognized 
“must” in formal financial reporting and 
it is certified by the company’s auditors. 


Does a requirement for consistency ex- 
tend to quasi-formal pronouncements of 
company spokesmen to security analyst 
groups? 

While well-maintained financial rela- 
tions may require consistency in fore- 
casting the bad along with the good, 
competitive position and trade relations 
can be weakened by official pessimism as 
to the company’s outlook. 

Talks by management have precedent- 
setting as well as informative character- 
istics. 





AMERICAN STEEL FOUNDRIES 

by C. C. JARcHOw, president 

to New York Society of Security 
Analysts, Jan. 20. 


late 
1955 assures good business in railroad 


Active freight car buying in 
products for 1956. Company's railroad 
business is now 55% of total compared 
with 90° in 1945. Prospects continue 
good for machine tools, roller chain, 
and oil and gas pipe. 

Largest earnings in history of com- 
pany are forecast for *56 at $5.50 to 
$6.00 a share based upon estimated 
sales of $100 million. 1957 is expected 
to he another good year. 


ARKANSAS LOUISIANA GAS CO. 
by J. C. Hamiton, president 
to New York Society of Security 

Inalysts, Jan. 18. 

An increase in rates to industrial cus- 
tomers effective in April and better con- 
trol over expenses raised per share earn- 
ings to $1.07 for 1955 compared with 
43 cents for 1954. 

As a completely integrated gas com- 
pany. the company was successful in 
establishing with the Arkansas Public 
Utiliry new and more 
favorable basis of rate determination 
than when previously classified as a 
public utility. The commission, in a 
precedent setting decision, gave recogni- 
tion to the need for sufficient assured 


Commission a 
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revenue to acquire new gas reserves to 
replace those being consumed by large 
industries. [t was held that some guar- 
antee of long-term reserve acquisitions 
was in the public interest. 
BURROUGHS CORPORATION 

by KENNETH C. TIFFANY, vice president 

in charge of finance 

to Cleveland Society of Security 

Analysts, Jan. 25. 

Between 1930 and 1946 Burroughs 
earnings exceeded $66 million and over 
96% was paid out in cash dividends. 
“During this period no basic research 
and very little development costs were 
incurred, . . The result. 
our competitive position.” 

Under 
Coleman as 


. a decline in 


the new regime of John S. 
October 
1946, a program was inaugurated to 
anticipate future demands. The adding 
machine, once the core of the Burroughs 
business, now accounts for only 10% 


of total equipment revenue. Sensimatic 


president since 


machines are currently the largest reve- 
nue producer. 

As a result of research expenditures 
of $32 million since 1946, more new 
products have been introduced in the 
past two years than in any similar pe- 
riod in Burroughs’ history. 


For 1955. including the two subsidi- 
aries acquired during the year, net earn- 
ings will approximate $2.10 a share 
compared with 39 cents for 1946. 


CANADA DRY GINGER ALE, INC. 

by Roy W. Moore, president 

to New York Society of Security 
Analysts, Jan. 16. 


Shares of many principal beverage 
companies are selling currently at 
lower prices than in 1946 in spite of a 
ten-year increase in annual consumption 
from 132 to 192 bottles per capita and 
a volume increase from 771 million to 
1,300 million 24-boitle cases. Mr. Moore 
attributes siock market sluggishness to 
a generally recognized profit squeeze. 
Most of the industry has been timid in 
passing on cost increases to consumers 
who fixed selling 
prices of 5c and 15c for the small and 


large size bottles. 


were educated to 


Canada Dry made its first major 
price increase on some items in 1950 
and dollar volume has risen from $54 
million to $70 million. In ginger ale, 
water and tonic water the company 


leads 


flavored beverages local competition has 


pricewise and otherwise. On 
retarded price increases. 

In spite of industry-wide pricing 
problems, Canada Dry completed its 
best year in 1955 with every depart- 
ment showing higher profits. 


“Although making a full line of flavors 
for many years, we did not promote 
or advertise any but ginger ale, water, 
and tonic water. Last year, for only a 
period of eight months, we promoted 
the full line and sales increased 
from $67 million to $74 million. Case 
sales increased from 96 million to 107 
million. With this initial experience be- 
hind us. we look for large increases in 
1956. We also expect some wage in- 
creases in 1956, but hope to offset these 
by price adjustments.” 


our 


COCA COLA COMPANY 


by WituiamM E. Rosinson, president 


to New York Society of Security 


Analysts, Jan. 12. 
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“Dollar sales in 1955 were the great- 
est in history. Margin of profit as a per- 
centage of sales has declined substanti- 
ally during the past 20 years, a natural 
result of higher tax rates and costs 
without proportionately higher price 
levels. Our immediate objective is to 
increase volume, and in the process we 
hope to increase profit margin, even 
though advertising and promotion ex- 
penses will be higher. There is little 
hope of relief in cost of sugar. . . 


“We are still a single product com- 
pany in a sea of multi-product enter- 
prises. We are not prejudiced against 
diversification and in fact the liquidity 
of our balance sheet would not be a 
handicap in the event that we should 
ever wish to add other products by way 
of merger or otherwise. However, we 
have no intention of diversifying for 
the sake of diversification alone. So 
long as we have so many potential 
growth factors before us at present, we 
may not have time to think much of 
diversifying our business.” 


CONTINENTAL OIL COMPANY 
by L. F. McCo.wum, president 


to New York Society of Security 
Analysts, Jan. 30. 


Peak average production of 156,500 
barrels daily in 1955 compared with 
1954 daily average of 141,431 barrels 
brought per share earnings to $4.75 
against $4.28 in 1954. Of total capital 
expenditures of $100 million in 1955 
about $80 million was for discovering 
and developing oil and natural gas re- 
serves. 

EASTERN GAS AND FUEL 

ASSOCIATES 
by E. H. Birp, president 
to New York Society of Security 

Analysts, Jan. 9. 
coal have 


“Bituminous seems to 


Z 


La 


emerged from a long period of ups and 
downs and taken a path which should 
lead to more stable and profitable op- 
erations.” Mr. Bird pointed out further 
that the continuous mining machine had 
revised completely the structure of costs. 
Output has been raised to as much as 
60 tons per day for each crew worker 
compared with 15-20 tons per man day 
under other types of mechanization. 
Eastern Gas & Fuel has installed 12 con- 
tinuous miners in the last two years with 
5 more to come. 


EMERSON RADIO AND 
PHONOGRAPH CORPORATION 


by BENJAMIN ABRAMS, president 


to New York Society of Security 
Analysts, Jan. 24. 


In an extemporaneous talk, the Em- 
erson president predicted that color TV 
receivers will help increase dollar sales 
in 1956 but will not contribute to im- 
mediate profits. “But we are certain 
1956 will set the stage for substantial 
profits from color TV in years to come.” 


Also predicted were: increased 1956 
sales of TV receivers as a result of the 
election year and the rising demand for 
second sets: higher prices because of 
the trend toward advance tuning mecha- 
nisms including remote control. 


In spite of the four-fold increase in 
Emerson’s business during the past ten 
years, which was equalled by the growth 
of other electronics manufacturers, Mr. 
Abrams forecast an even more accele- 
rated growth of the industry to “the 
largest in the country.” 

GENERAL CONTRACT CORP. 

by ARTHUR A. BLUMEYER, president 

to St. Louis Society of Financial 
Analysts, Jan. 19. 
Mr. Blumeyer did not feel bank hold- 


ing company legislation now pending in 
Congress should be passed but the cor- 
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poration is not greatly concerned about 
it. If the Robertson bill is passed, Gen- 
eral Contract will separate subsidiary 
banks in one holding company and the 
insurance and finance companies in an- 
other company. 


GENERAL PRECISION EQUIPMENT 
CORPORATION 


by HERMANN G. PLACE, president 


to New York Society of Security 
Analysts, Dec. 22. 


About 70° of 1955 volume com- 
prises items for military use. Remain- 
ing 30% is primarily professional mo- 
tion picture equipment, followed by in- 
dustrial controls and equipment includ- 
ing television and consumer products. 
Consolidated sales for 1955 will ap- 
proximate $130 million and the back- 
log of orders on November 30 totalled 
about $118 million. 


Earnings for the last 6 months of 
1955 were affected adversely by strikes 
in two plants, increased competition in 
certain areas and a decline in motion 
picture business. Dividends for several 
years to come will continue to be classed 
as return of capital. 


W. R. GRACE & CO. 

by ALLEN S. RUPLEY, executive vice 
. president 

to Cleveland Society of Security 
Analysts, Jan. 18. 


$40 million for chemical expansion, 
$30 million for South American enter- 
prises and $30 million for ship replace- 
ment are expected 1956 capital expendi- 
tures. The Grace Line has signed a new 
20-year operating differential subsidy 
contract with the Federal Maritime 
Board calling for a $286 million re- 
placement program. 


Since 1953 investment of about $153 
million in chemicals now provides about 
$145 million in sales and 40-50% of 
cash flow. Development of new business 
in Latin America is to be accelerated. 
$30 million has gone into new enter- 
prises in the past 5 years with another 
$40 million projected during the next 
5 years. 


McGRAW ELECTRIC COMPANY 


by Jupson LaRGE, secretary-treasurer 
and director 

to Cleveland Society of Security 
Analysts, Feb. 1. 


The speaker gave a detailed summary 
of company growth and product ex- 
pansion through merger and acquisi- 
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tion, stating that “McGraw likes to 
make acquisition from treasury cash 
without increasing capitalization.” It 
was brought out that the company has 
an all-common - stock capitalization; 
land, building and equipment with an 
insurable valuation of $67 million are 
carried on the books at $19 million; 
product lines total 12 against 3 in 1941; 
utilities represent 65° of the company’s 
sales mix. No predictions were made as 
to sales or earnings for 1955 or subse- 
quent periods, 


McKESSON & ROBBINS 

by W. J. Murray, Jr. chairman of ex- 
ecutive cemmittee 

to New York Society of Security 
Analysts, Jan. 26. 


Before-tax profits for 9 months of 
1955 increased 22% while sales volume 
%. In the last two years pro- 
ductivity per employee has increased 
from $64,000 to $76,658 per year for 
the drug and chemical department and 
from $224,546 to $258,824 per year in 
the liquor department. In spite of wage 
increases of 12 cents per hour the ratio 
of expenses to volume overall has de- 
creased. 


rose 8 


PANHANDLE EASTERN PIPE 
LINE CO. 

by Lestie T. FOURNIER, vice president 
and treasurer 

to New York Society of Security 
{nalysts, Dec. 28. 


Expected earnings for 1955 are $5 a 
share against $4.26 for 1954. An in- 
crease of $1.25 to $1.50 a share is indi- 
cated for 1956 from increased gas sales 
and larger earnings from the _petro- 
chemical 40% 
Panhandle. 


company owned by 


Reserves were increased in 1955 and 
an aggressive development program has 
been in operation since the “fair field 
price” decision of the Federal Power 
Commission in April, 1954. On the 
question of a stock split, Mr. Fournier 
personally favors such action when the 
i are prepared to increase divi- 
dends, 


PUBLIC SERVICE COMPANY OF 
COLORADO 


by Wittram D. Virtue, vice president 
and treasurer 


to New York Society of Security 
Analysts, Jan. 4. 


Topography, natural resources and 
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its industries give Colorado diversifica- 
tion and a means of avoiding business 
economic cycle fluctuations of many in- 
dustrial areas. “All signs point to a 
continued rapid growth in the Com- 
pany’s service area.” Denver’s metro- 
politan area has doubled in population 
in 15 years and home building in 1955 
exceeded all previous years. 


Construction expenditures _ totalling 
$110 million are scheduled for 1956-59 
which contemplates external financing 
of only $40 million, of which $30 mil- 
lion will be first mortgage bonds to be 
sold in 1957 and $16 million of pre- 
ferred early in 1959. No additional 
common stock is contemplated before 


1960. 


SEABOARD FINANCE COMPANY 
by W. A. THompson, chairman 


to Los Angeles Society of Security 
Analysts, Jan. 11. 


This west coast finance company has 
grown from $3,000 capital in 1927 to 
$34 million of which $5.4 million is 
represented by retained earnings. Divi- 
dends have never been decreased since 
common stock was first offered publicly 
in 1935. 

Earnings for fiscal 1956 are estimated 
at $3.00 a share for the common com- 
pared with $2.39 for 1955. After share- 
holder approval of a two for one split, 
the directors expect to place the new 
stock on a $1 annual dividend, which 
compares with the previous $1.80 rate. 


TENNESSEE GAS TRANSMISSION 
CO. 
by GARDINER SYMONDS, president 
to New York Society of Security 
Analysts, Jan. 25. 
A 712% increase in volume of gas 
sold and transported in 1955 is expected 
to raise earnings about $7.6 million to 


between $1.75 and $1.80 a share on 
the 14,645,085 shares of common stock 
outstanding after the stock split. In 
1954 earnings of $1.89 a share were 
reported on 9,478,620 shares. 

Predicted for 1956 are earnings of 
from $1.95 to $2.10 a share as a re- 
sult of an estimated increase of 19% 
in gas sold and transported, expansion 
of company’s producing division, and 
the larger-scale operation of the syn- 
thetic rubber plant of which Tennessee 
is a part owner. 


Expansion in 1956 will involve ex- 
penditures of $16 million for drilling 
and an increase in gas transmission fa- 
cilities. The F. P. C.-approved increase 
in daily delivery capacity from 1.7 bil- 
lion to 1.8 billion cubic feet will in- 
clude a $56 million project largely to 
extend the gathering system along the 
Louisiana Gulf Coast. 


UNITED STATES GYPSUM CO. 
by C. H. SHAveER, chairman 


to Cleveland Society of Security 
Analysts, Jan. 5. 


Outlook for 1956 is favorable. The 
forecast decline of from 5% to 15% in 
residential building still provides a very 
satisfactory level of business. Need for 
new schools is very great and there will 
be a high level of new construction in 
institutional and commercial building 
as well as in repair and remodel work. 


Sales for 11 months were up 19% 
while net earnings rose 23%. Per share 
earnings for the first three quarters 
aggregated $18.58 before the five-for- 
one split of December. Comparable 
earnings for 1954 were $14.84. 


Levelling off of seasonal factors in 
sales were attributed to. changes in 
building practices and active construc- 
tion in the Southern and Pacific Coast 
areas. 
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ECONOMICS 


OF CAPITAL 


in Corporate Advertising 


“Does ‘the company’ live your life for 
you?” inquires a recent center spread 
advertisement of Rayonier, Inc., which 
offers three answers. The first, accom- 
panied by a picture of workers talking 
on the company grounds, suggests that 
such programs as helping employees use 
their leisure time and ax-grinding great 
causes are not the legitimate province of 
management, are not good community 
relations, and tend to foster paternalism. 
The second answer, which carries an 
illustration of odor corrective equipment. 
tells how the company as a corporate 
citizen paying big taxes seeks no special 
concessions but accepts no discrimina- 
tion simply because it is successful. “We 
play our cards face up.” Answer num- 
ber three pictures the company aiding 
the local Scout fund and states its atti- 
tude toward community charitable ap- 
peals. “Rayonier’s primary responsibility 
to a community is to create jobs at sensi- 
ble hours, dignified wages, best possible 
working conditions ... We can’t protect 
workers’ jobs by playing Santa Claus. 
This doesn’t mean we’re aloof to com- 
munity needs. Rayonier supports valid 
programs but won’t underwrite 
special factions ... Not through paternal- 
ism but with true civic responsibility 
and direct communication Rayonier 
serves the community and its own.” 


A fine series of ads employing repro- 
ductions of old engravings with quota- 
tions from famous authors — and both 
made applicable to the modern day 
currently being sponsored by Esso 
Petroleum Co., Limited. A recent one 
reproduces Seurat’s “The Bathers” and 
quotes from Thoreau, “We want margin 
to our lives.” The text of the ad explains 
that “All trade requires a margin; a sur- 
plus that can be put to economic use .. 
A man’s life too must 
show such a margin, 
if it is to be worth 
living; something that 
enriches his material © 
day after his work is 
done. It may be a | 
study or a sport... 
On a broader scale a 
nation builds its pic- 
ture-galleries and its 
playhouses . .. To 
this wider life of in- 
dividuals and com- 
munity, industry 
brings its contribution 
— leisure . the 
Machine Age can one 
day transform itself 
into the Leisure Age.” 


is 








As part of a na- 
tional educational pro- 
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One of share ownership displays cited in text. 


ject to dispel the mystery of share owner- 
ship, 23 of the industries listed on the 
New York Stock Exchange are now hav- 
ing specially designed, animated, self- 
illuminated exhibits placed in 204 ground 
floor windows of NYSE member broker- 
age firms in 132 cities and towns. These 
exhibits, designed and produced by Bur- 
dick-Rowland Associates, Inc., depict the 
part played by American industry in the 
free enterprise system under’ which 
“American industry is owned by the 
American people — not by a paternalistic 
or dictatorial form of government.” 


The three-dimensional exhibits show 
the man-in-the-street potential investor 
just what constitutes a great modern in- 
dustrial concern — its place in industry, 
its products, its financial and manage- 
ment history, its achievements, its di- 
versification and its prospects. The ex- 
hibits are 6’ x 5’ x 1’ and made of wood, 
plastic, metal and hardboard. All feature 
some attention-compelling animation, are 
brightly illuminated and are designed to 
be attractive for either day-time pedes- 
trian traffic or night-time vehicular traf- 
fic. Movement and placement of the ex 
hibits requires custom built trucks and 
four crews of eight technicians. 


Letters from brokers whose offices dis- 
played the advertisements report not 
only a general interest on the part of 
the public, but a definite increase in the 
number of new accounts and in pur- 
chases of stock in the particular compan- 
ies represented in the window displays. 
One said four or five new accounts a 
week was a very conservative estimate, 
and expressed regret that only one office 
of his firm was located on the ground 
floor where it could use the ads. 
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EMPLOYEE PURCHASE PLANS 
IN THE NEWS 


@ The Associated Industries of Cleveland 
surveyed 13 smaller companies in regard 
to their employee stock purchase plan, 
the companies having a total of 8,072 
workers. Five companies employ less than 
100, five between 100 and 500, and three 
over 1,000. Results of the survey are 
published in the January 1956 Manage- 
ment Review. On the basis of this sur- 
vey the AIC envisions a typical plan 
about like this: In operation 8 years . 
40% of employees participate and hold 
36% of the stock. The amount they buy 
is limited by management and the value 
of the stock sold is usually less than 
$300,000. Half the companies require 
payment at subscription time and half 
allow payroll deductions, but employees 
do not receive returns until it is paid 
for. Stock is sold at market or book value. 
Employees may not borrow on their stock, 
but need not sell it when they leave 
the company. 


@ In view of the experience with em- 
ployee stock plans in the thirties, com- 
panies today are limiting the risks for 
employees in one or more of these ways 
(see Dun’s Review and Modern Indus- 
try, November, 1955): a) warning em- 
ployees to care for family and liquid 
savings before purchasing stock; b) do- 
nating the company stock in some propor- 
tion to individual employee savings in 
government bonds; c) hitching stock pur- 
chase to profit-sharing so that no part 
of the employee’s wages or savings is 
involved; d) selling hitherto unissued 
stock below the market; e) dollar cost 
averaging; f) granting the employee at 
any purchasing date the right to decide 
not to purchase, even though he has 
saved the money; and g) including re- 
quirement or strong motivation to re- 
tain purchased shares until retirement. 


@® The Federal Court of Appeals in 
Washington, D. C., ruled on January 16 
that the Richfield Oil Corp. must bargain 
collectively with a union on the com- 
pany’s employee stock purchase plan. 
Richfield said it would ask the Supreme 
Court to review the 2 to 1 decision. 


A A A 


@ An eight page leaflet recently pub- 
lished by the National Right to Work 
Committee sets forth facts obtained in a 
survey of 12 states which have had Right 
to Work Laws for six years showing 
that they match or outstrip the national 
averages in non-farm employment, total 
firms in operation, per capita earnings, 
expenditures for new construction, re- 
tail sales, bank savings accounts and 
private automobile registrations. The 
facts cited are in direct opposition to 
the quoted CIO statement that “Right 
to Work Laws do not promote economic 
progress.” 
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HAVE WE CONQUERED THE BUSINESS CYCLE? 


OES THE MILDNESS OF THE RECES- 
D sion in 1954 mean that fundamen- 
tal changes are occurring in the econ- 
omy; that the economy is becoming less 
susceptible to ups and downs; that at 
long last the business cycle, the most 
important defect in capitalism, is be- 
ing conquered? ... 


The changes that are making the 


economy more stable fall into three 


principal groups. 


|. Banking and credit practices. It 
has been usual in business recessions 
for banks to curtail their lending and 
for the quantity of money in the com- 
munity to drop. In the recession of 
1954 this did not happen. Commercial 
banks expanded their loans and invest- 
ments by over $8 billion between the 
middle of 1953 and the middle of 1954 
... But the banks would not have been 
able to increase their lending had good 
credit risks not been available and had 
a demand for funds not been there... . 
The availability of good credit risks 
was due to a variety of influences. One 
of the most important was the unusual 
liquidity of both individuals and _busi- 
ness enterprises — the result of the large 
quantity of government securities issued 
during the war . 

Another influence making for good 
credit risks was the willingness of the 
federal government to insure or guar- 
antee a large part of certain types of 
real-estate loans. Still another influence 
... has been the improvement in the 
job security of a large part of the labor 
force .. . The growth in the proportion 
of professional, managerial, clerical. and 
skilled workers in the labor force in- 
creased the number of good credit risks 
in the community . . . Many millions of 
high-seniority workers now have the 
equivalent of an annual wage and, there- 
fore. are good credit risks for loans to 
finance the purchase of homes and dur- 
able consumer goods. 


2. Planning policies of business. 
Advances in the art of management and 
in the growth of technical research are 


—_ 


*Excerpted by permission from The Atlantic 


Monthi,, May 1955. 


j FeBruary 1956 


SUMNER H. SLICHTER* 


Lamont Professor at Harvard University 


introducing important changes in the 
planning of the investment programs of 
business concerns. The essence of these 
changes is the growing tendency to in- 
troduce new processes or new products 
and processes and 
products regardless of business condi- 
tions . 


improvements in 


3. Spending for consumption. The 
increase of $4 billion a year in spending 
for consumption between the peak of 
the boom and the bottom of the reces- 
sion which was so important in limiting 
the recession is attributable to the main- 
tenance of personal incomes in the face 
of a drop in employment, to the rise in 
personal incomes after taxes, and to the 
drop in the rate of personal savings. 

The maintenance of personal incomes 
in spite of a drop in employment was 
mainly made possible by a rise in pen- 
sion payments, unemployment compen- 
sation, and benefits to veterans. Between 
the peak of the boom and the bottom of 
the recession, personal incomes from 
these sources rose by $2.1 billion a year 
—nnough to offset more than two thirds 
of the drop in the wage and salary pay- 
ments and other forms of labor income 


Permanent or Temporary? 


Are the policies and conditions that 
helped keep the recession mild in 1954 
simply temporary or are they a perma- 
nent part of the economy? There is no 
doubt, I think, that they are permanent 

. . There should be good opportunity 
in future recessions to expand credit 
and the money supply, just as was done 
in the recession of 1954. But whether or 
not such an opportunity exists will de- 
pend upon whether moderation is ob- 
served in permitting credit to expand 
during boom periods . . . 


Liberalizing of unemployment com- 
pensation and pensions will come grad- 
ually, but it is bound to come; and as il 
does, more ade 
quate offsets to drops in wage and sal- 
ary disbursements, and business will 
gain more stable marke'ts.. It is surpris- 
ing that business does not take the lead 
in insisting that unemployment compen- 


workers will receive 


sation and pension laws be substantially 
liberalized ... 


Incidentally, the fact that inventor- 
ies go up in times of boom and down 
in times of contraction is a good reason 
for being optimistic about the possibil- 
ity for reducing substantially the fluctu- 
ations of business. The changes in in- 
ventories mean that fluctuations in sales 
are less than fluciuations in production. 
It ought to be possible for business con- 
cerns to adjust their output more close- 
ly to changes in sales. If they succeed 
in doing this, they will reduce the fluc- 
tuations in the income of their employ- 
ees and their suppliers, and thus reduce 
fluctuations in the demand for goods 
and make sales even steadier . Re- 
strictive credit policies during periods 
of high employment and expansion are 
bound to be unpopular with many enter- 
prises and persons ... Yet if credit is 
not limited in periods of boom, easy 
credit policies will not succeed in in- 
ducing continued expansion of credit in 
periods of recession or slow growth. 


Most important of all is the develop- 
ment of fiscal policy into an instrument 
. . The state of 
the budget helped check the booms in 
1947. 1948, and 1951 and it moderated 
the recession in 1949; but the state of 
the budget in 1947 and 1948, and to a 
large extent in 1949, was due more to 
luck than to wise planning. And in the 
boom of 1953 and the recession of 1954 
the net influence of fiscal policy, as we 
have seen, was to aggravate both the 
boom and the recession .. . 


of economic stability 


The rising government revenues which 
prosperity produces sorely tempt legis- 
lators to increase expenditures or to cut 
taxes. And yet if the cash budget is 
barely balanced in time of boom, or 
perhaps is in the red, as it was in 1953, 
it will not be easy, when business con- 
tracts, to raise expenditures sufficiently 
above receipts to halt the contraction .. . 


Perhaps the business cycle will never 
be completely elim‘nated, but it... is an 
attainable ideal that actual decreases in 
total production will come only at rare 
intervals and that they will be small and 
short... 
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Regulations Proposed on Exempt 
Organizations 


HE PROPOSED REGULATIONS” ON 

Sections 501-526 of the Internal 
Revenue Code relating to exempt organ- 
izations are of particular interest be- 
cause, under the 1954 Code, qualified 
pension and profit-sharing trusts are 
subject to the provisions applicable to 
Thus, an 


exempt organizations. em- 
ployees’ trust which qualifies under 
Section 401(a) is exempt under Sec- 


tion 501(a) unless such exemption is 
dened under Section 502, relating to 
feeder organizations, or under Seciion 
503, relating to prohibited transactions. 
Moreover, the exemption does not ex- 
tend to “unrelated business taxable in- 
come” as defined in Sections 511 to 515. 


Of these provisions of the 1954 Code 
applicable for the first time to qualified 
employees’ trusts, the one that has 
raised the most questions and for which 
trustees and employers have been await- 
ing regulations for clarification is 503 
(c)(1) which includes in the category 
of prohibited transactions a loan by the 
trust to the employer “without the re- 
ceipt of adequate security and a rea- 
sonable rate of interest.” The proposed 
regulations state: 


“The term ‘adequate security’ means 
something in addition to and support- 
ing a promise to pay, which is so 
pledged to the organization that it 
may be sold, foreclosed upon, or 
otherwise disposed of in default of 
repayment of the loan, the value and 
liquidity of which security is such 
that it may reasonably be anticipated 
that loss of principal or interest will 
not result from the loan. Mortgages 
or liens on property, accommodation 
endorsements of those financially 
capable of meeting the indebtedness, 
and stock or securities issued by cor- 
porations other than the borrower 
may constitute security for a loan to 
the persons or organizations described 
in Section 503(c). Stock of a borrow- 
ing corporation and unsecured de- 
bentures of a borrower do not consti- 
tute adequate security.” 


It is thus stated unequivocally that 
the employer’s stock or unsecured de- 


*Published in Federal Register, Jan. 20, 1956. 
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SAMUEL N. AIN 


bentures do not constitute “adequate 
security” within the meaning of Section 
503(c). 


In the proposed regulations on Sec- 
tion 401(a), published in the Federal 
Register, September 1, 1955, it 
said that that section provides no spe- 
cific limitation with respect to invest- 
ments which may be made by trustees 
of a trust qualifying under Section 
401(a). Of course, limitations may ex- 
ist by virtue of the provisions of the 
trust agreement or through the opera- 
tion of local law. However, where the 
trust funds are invested in stock or 
securities of the employer, “full dis- 
closure must be 
for such arrangement and of the condi- 
tions under which such investments are 
made in order that determination may 
be made whether the trust serves any 
purpose other than constituting part of 
a plan for the exclusive benefit of em- 
ployees.” In this regard there was no 
change from Sec. 39.165-l1(a) (6) of 
Regulations 118. 


was 


made of the reasons 


Suppose a qualified employees’ trust 
wishes to invest $500,000 in the stock 
of the employer. After the pertinent in- 
formation has been submitted, the Ser- 
vice rules that such an investment will 
not affect the prior favorable ruling. At 
this point the trustee decides to pur- 
chase only $100,000 worth of stock and 
the employer $400,000 for 
which the employer agrees to pay an 
adequate rate of interest and to put up 
$400,000 worth of his stock as collat- 
eral. It appears that with respect to the 
$100,000 stock purchased, everything 
is fine and dandy; with respect to the 
loan the trust has engaged in a pro- 
hibited transaction and will be denied 
exemption. (The trust may file a claim 
for re-exemption for future years by 
complying with the requirements of 
Section 1.503(d)-1 but the trust will 
be denied exemption for at least one 
year and the employer will not be en- 
titled to deductions for contributions 
during such period under Sections 404 
(a) (1) or (3).) 


absurd 


to lend 


that securities 


It appears 






which are good enough for investment 
are not adequate security for a loan. 
However, did put rather 
stringent limitations on loans without 
affecting the existing law on_ invest- 
ments of Therefore, 
other question to be resolved in each 


Congress 


such trusts. an- 
transaction is: “Is it an investment or 


a loan?” 


In recent months, several pension 
agents, when approached with a re- 
quest for approv al to invest employees’ 
trust funds in the 


ployer, indicated that such investments 


debentures of em- 
would not be acceptable, quoting Sec- 
tion 503 regarding unsecured loans. If. 
however, the debentures are purchased 
market it would appear 
that Section 503 would not be relevant. 
And it would be judged under the test 
of 401](a), ive.. 

exclusive benefit 
course, a host of other problems are 
raised, as for example the purchase of 
a promissory note from a third party 
or the purchase of a debenture from a 
third party who had just purchased it 
from the employer with the intention of 
selling it to the trust. Each situation 
would raise questions of fact in order 


on the open 


whether it is for the 


of employees. Of 


to determine whether it is in reality 
investment. While it is 
to expect detailed 
would be helpful if the regulations were 
to set some guideposts where a misstep 


a loan or san 


too much rules. il 


could be so costly. 


A question regarding adequate se- 
curity which the proposed regulations 
leave unanswered is whether the penal- 
ties of Section 503(a! will be imposed 
in a case where the security is adequate 
at the time of the loan but becomes in- 
adequate at some later date. If the an- 
swer is yes, will the same rule apply 
even where the employer, immediately 
upon notification that the security is 
no longer adequate, seeks to rectify the 
situation by additional security? 


Regulation of Pension and Welfare 
Funds—By Whom and How? 


N HIS STATE OF THE UNION MESSAGE 
on January 5 the President remark- 
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ed that he would recommend legislation 
“to assure adequate disclosure of the 
financial affairs of each employee pen- 
sion and welfare plan and to afford sub- 
stantial protection to their beneficiar- 
ies.” This recommended legislation has 
turned up in the form of a bill intro- 
duced by Senator Ives (N.Y.) on Jan- 
uary 26, which would require registra- 
tion by welfare and benefit funds and 
which gives authority to the Secretary 
of Labor to prescribe reporting require- 
ments. 


The bill applies to plans established 
by employers, unions or both; it covers 
in addition to pension plans those plans 
which provide medical and hospital pro- 
tection and plans which provide com- 
pensation for injuries or illness. No 
distinction is drawn between self-in- 
sured plans and those which use insur- 
ance to provide benefits. Since the bill 
is one involving only disclosure of in- 
formation, it may be presumed that it 
is the intention of the Administration to 
leave regulatory legislation to the states. 


It is expected that another bill will 
soon be introduced by Senator Douglas 
(Ill.) who has been heading a subcom- 
mittee investigating abuses in this area. 


In New York a Republican bill to 
regulate welfare funds was vetoed last 
year by Governor Harriman as “inade- 
quate.” He subsequently named Martin 
S. House as special counsel to the In- 
surance Department to conduct a study 
of the problems and draft proposals for 
remedial legislation. His proposals, now 
before the Governor and Superintend- 





ent of Insurance Leffert Holz, constitute, 
in the words of the NV. Y. Times on Jan- 
uary 30, “the most stringent antiracke- 
teering law proposed in any state.” 

In addition to disclosure of informa- 
tion as would be required by the 
Ives bill, Mr. House’s proposals call for 
compulsory auditing by the Superin- 
tendent of Insurance at least every five 
years and communication of significant 
data to workers covered. They also set 
stringent standards of behavior for the 
and management of 


operation these 


funds. 

While these proposals go into a great 
deal of detail, on the very controversial 
question of commissions on group in- 
surance they go no further than to re- 
quire notification to workers of com. 
missions paid and to give the Superin- 
tendent of Insurance the power to prom- 
ulgate a schedule of maximum com- 
missions and service fees. Apparently 
insurance companies would still not be 
allowed to waive payment of commis- 
sion when agents or brokers performed 
no useful service in the negotiation of 
a welfare policy. This has been a point 
often stressed by union groups. 

It may be expected that Mr. House’s 
proposals will meet considerable objec- 
tion by those groups who feel that super- 
vision by the states will lead to a 
plethora of reports and great confusion. 

A A A 
® The 10th Annual Tax Institute of 
Pennsylvania State University, State 
College, Pa., will be held on May 27, 28 


and 29. The Chairman is Michael D. 
Bachrach of Pittsburgh. 
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MONTREAL @ CALGARY 


SAINT JOHN, N.B. * 
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For more than sixty-five years Montreal 
Trust has been lending a hand to com- 
across 
Corporate Trust Services. 


We serve many of Canada’s leading organi- 
zations as, Transfer Agent and Registrar for 
Stock Issues; Trustee of Bond, Note and 
Debenture Issues; Trustee of Employee 
Pension and Profit Sharing Funds and in 
other corporate trust capacities. 


Montreal Trust has the technical “know 
how” and its corporate services are admin- 
istered by experienced Officers. 


May we give your Company a hand? 


MONTREAL TRUST 
Company 


@ EDMONTON 
TORONTO @ VANCOUVER @ VICTORIA @ WINNIPEG 
REGINA oe 
LONDON, ENGLAND 


Canada requiring expert 


@ HALIFAX 


QUEBEC, P.Q. 
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Fiduciaries Elect 


New 


Presi- 
dent: Robert M. Lovell, vice president of 
The Hanover Bank; Vice President: Rob- 
ert A. Jones, vice president of Guaranty 
Trust Co.; Secretary-Treasurer: Kenneth 


York City: (re-elected) 


Hackler, trust officer of City Bank 


Farmers Trust Co. 


Philadelphia Trust Operations Offi- 
cers’ Association: President: John A. 
Cost, asst. vice president of Fidelity- 
Philadelphia Trust Co.; Vice President: 
J. Harold Stephens, asst. vice president 
of Tradesmens Bank & Trust Co.; Secre- 
tary-Treasurer: Albert G. Kay, asst. 
trust officer of Philadelphia National 
Bank. 





Outstanding 


IN MINNESOTA 





Institutions seeking 
an ancillary service 
of established pres- 
tige in Minnesota 


are invited to select 


FIRST TRUST 
COMPANY 
of Saint Paul 








FIRST NATIONAL BANK BUILDING 
SAINT PAUL MINNESOTA 
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F. MILEs FLINT 
Los Angeles 


NORMAN E,. MUDGE 
Los Angeles 


PLATO G. BRITTON 
Birmingham 








A. J. CALLAHAN 
San Francisco 


W. E. Bock 
Los Angeles 


EDWIN E. ADAMS 
San Francisco 


TRUST PERSONNEL CHANGES 


ALABAMA 
Birmingham Plato G. Britton promoted to trust 
FIRST officer; H. L. Underwood to asst. trust 


NATIONAL BANK officer. A graduate of David-Lipscomb 


College, Britton joined the bank in 
1928. Underwood is a graduate of Birmingham-Southern Col- 
lege (1950) and took his M.A. in finance at the U. of Penn- 
sylvania the following year. 


Mobile N. Q. Adams advanced to asst. vice 
FIRST president and trust officer; Joseph 
NATIONAL BANK Henry Baker, Jr., to asst. trust offi- 

cer. Adams came with First National 
in 1940, when he was a bench boy. He obtained his law degree 
and practiced law until 1951, when he returned to the trust 
department of the bank. 


CALIFORNIA 


Norman E. Mudge became vice presi- 
CITIZENS NATIONAL dent and senior trust officer; F. Miles 
Trust & SAVINGS Flint and William E. Bock, vice presi- 
BANK dent and trust officer. Harold Tara- 
bochia and Earl W. Swenson elected 
asst. trust officers. 


Los Angeles 


Los Angeles 
UNION BANK & 
Trust Co. 


San Francisco 
CROCKER-ANGLO 
NATIONAL BANK 


Sydney J. Taylor elected asst. trust 
officer. 


Jerome G. DeFilippo named asst. trust 
officer. After 8 years as an accountant, 
DeFilippo was manager of the tax 
division prior to his present appoint- 
ment. 

Elliott McAllister elevated to chair- 
man of the board and chief executive 
officer, Edwin E. Adams to president 
and chief administrative officer. Mc- 
Allister entered the bank in 1920, and Adams in 1919. 


San Francisco Albert J. Callahan, Fred B. Hack and 
WELLS FARGO R. J. Schrader promoted to vice presi- 
BANK dent and trust officer; S. B. Wakefield, 

III, to trust officer; John B. Anderson, 

Christopher T. Ford and Mervyn Silverstein named asst. trust 

officers. 


San Francisco 
BANK OF 
CALIFORNIA N.A. 





FRED B. HACK 
San Francisco 


R. J. SCHRADER 
San Francisco Denver 
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ALBERT S. BROOKS NELSON L. NORTH, JR. 


COLORADO 


Albert S. Brooks retired as executive 
manager of the trust department, and 
Arch L. Metzner, trust officer, becomes 
manager. Admitted to the Colorado 
Bar in 1910, Brooks joined the predecessor Bankers Trust Co. 
in 1918, and has been vice president and executive manager 
of the trust department since 1930. 


Denver 
UNITED STATES 
NATIONAL BANK 


CONNECTICUT 
Bridgeport Nelson L. North, Jr. elected asst. vice 
BRIDGEPORT-CITY president. North was with the trust 
TRUST Co. department of the Chase in New York 
for six years, and joined Bridgeport- 
City in 1952. 
Hartford Richard B. Redfield promoted to vice 


HARTFORD NATIONAL president and trust officer; promoted 

BANK & TrusT Co. to asst. trust officer were H. Arthur 

Wormcke, Jacques R. Chabrier, Wil- 

liam W. Wilcox and Miss Alice G. Conway. Redfield is presi- 

dent of the North End Community Center and treasurer of 
the Hartford Hospital Association. 


New Haven 
SECOND 
NATIONAL BANK 


Frederic E. Hudson succeeds Louis 
L. Hemingway as president, the latter 
becoming chairman of the board. 


New Haven 
UNION & NEW 
HAVEN TRUST Co. 


Three asst. trust officers elected: Cur- 
tis L. Baker, C. Bronson Weed and 
Edward G. Williams. Baker has been 
with the company since 1924 and is 
a tax specialist, Weed joined the investment division early 
this year, and Williams has been in the tax division. 


Waterbury Ernest E. Schreier, Jr., promoted to 
WATERBURY trust officer. A graduate of the School 
TRUST Co. of Banking of Rutgers U., last year, 

he joined the bank staff in 1937. 
DELAWARE 

Wilmington Edwin P. Neilan was elected presi- 
EQUITABLE SECURITY dent, succeeding John B. Jessup, 
Trust Co. who became chairman of the board 


on retirement of Thomas Mowbray. 





JOHN B. JESSUP 
Wilmington 


R. B. REDFIELD 


Bridgeport Hartford 
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Wilmington Henry van der Goes advanced from 
WILMINGTON trust officer to asst. vice president in 
Trust Co. the trust department. 

DISTRICT OF COLUMBIA 
Washington Aubrey G. Dooley elected a vice presi- 


dent in addition to his present title of 
trust officer in charge of the trust de- 
partment. Dooley holds LLB and LLM 
degrees, has been president of Washington Chapter, Amer- 
ican Institute of Banking, chairman of the Fiduciaries Sec- 
tion of the D. C. Bankers Association, and first president 
of the Washington, D. C., Life Insurance and Trust Council. 


NATIONAL BANK 
OF WASHINGTON 


Mrs. Fonsia K. Alden was elected a trust officer. Mrs. Alden 
received her AB from Randolph-Macon Woman’s College; 
a diploma in business administration from Eaton & Burnett 
College; and has attended graduate school at William and 
Mary College, the U. of Michigan and Columbia U. 


P. Baxter Davis, a professor of law at Southestern U., 
elected trust officer. 


Edwin B. Shaw elected vice president 
and trust officer. Beginning with Riggs 
in 1930, Shaw holds an AB from the 
U. of North Carolina, an LLB from 
George Washington U., and is an alumnus of the Graduate 
School of Banking, 1943. 


Washington 
RIGGS 
NATIONAL BANK 


A 


AUBREY O. DOOLEY CHARLES WRAY MALCOLM BELL, Jr. 
Washington, D. C. Atlanta Savannah 
FLORIDA 





Walter R. Young promoted to trust 
officer. 


Bradenton 
MANATEE RIVER 
NATIONAL BANK 


Fort Lauderdale 
First NATIONAL 


Miss Marilynn Eidsmoe promoted to 
asst. trust officer. 


BANK 

Miami William J. Briscoe, asst. trust officer, 
CENTRAL BANK now in charge of the trust depart- 
& Trust Co. ment. Daniel S. Frolen resigned as 

vice president and trust officer. 

Tampa Henry A. Carrington newly appointed 
MARINE BANK trust officer. 

& Trust Co. 
GEORGIA 

Atlanta Charles Wray advanced to trust in- 
FULTON vestment officer; Robert Rountree 
NATIONAL BANK elect asst. trust officer. 

Atlanta Malcolm Bell, Jr., trust officer, ele- 
Trust COMPANY vated to vice president and trust offi- 
OF GEORGIA cer. 

ILLINOIS 
Alton Robert S. Hoefert, formerly assistant 


ALTON BANKING trust officer, elected trust officer. 


& Trust Co. 


FEBRUARY 1956 





Chicago Asa J. Baber became an asst. vice 
CHICAGO TITLE president in the trust division. 
& Trust Co. 

Chicago John B. Landry, Jr., advanced to trust 


officer; Bernard T. Martin, to asst. 
trust officer. 


City NATIONAL 
BANK & TRUST Co. 


Edward E. Brown re-elected chairman 
of the board and James B. Forgan, 
vice chairman of the board. Having 
passed the normal retirement age and 
having expressed their desire to cease to be regular salaried 
officers, they will be available for consultation with the bank’s 
officers and clients. Christopher W. Wilson, Jr., elected vice 
president and general counsel. Rollin B. Mansfield elected 
vice president in the trust department; Horace V. Condit and 
Charles T. Troughear advanced from trust officer to asst. 
vice president; Robert R. Manchester, William K. Stevens 
and William G. Schmus, named trust officers; David H. 
Hinkel (asst. secretary, trust) now asst. cashier; Ralph 
Alston, Jr. and Milton J. Hardacre, Jr., elected asst. trust 
officers. 


Chicago 
FIRST 
NATIONAL BANK 


Harold Meidell elevated to president 
and chief administrative officer; John 
C. Wright, chairman of the board and 
former president, will continue as 
chief executive officer; Frank G. Price advanced to vice 
president, in charge of the corporate trust division. 


Chicago 
LA SALLE 
NATIONAL BANK 





aa: 


H. E. McKINLEY 
Indianapolis 


R. B. MANSFIELD 
Chicago 


FRANK G. PRICE 
Chicago 


Blue Island 
STATE BANK 
Chicago 
PULLMAN TRUST & 
SAVINGS BANK 


Bartholomew O’Toole named chairman 
and Donald O’Toole, president of the 
three banks. Raymond J. Lipke elected 
asst. secretary and asst. trust officer 
of State Bank; James N. Lesparre, 
asst. vice president and trust officer 

STANDARD of State Bank, becomes asst. vice 

STATE BANK president of Pullman; and Michael 
W. Collins of Standard State Bank becomes vice president 
and trust officer. 


Evanston Norman L. Leslie advanced to asst. 
STATE BANK & vice president and trust officer; George 
TRusT Co. M. Stevens to secretary and trust 


officer; and French Waterman to asst. 
trust officer and assistant secretary. 
Quincy 
ILLINOIS 
STATE BANK 


Howard T. Fuller, president and trust 
officer, advanced to chairman of the 
board, while Frank Strieby became 
the new president. 


INDIANA 


Among promotions are the following: 
Thomas A. McKiernan to senior vice 
president (in charge of bank port- 
folio); Harold D. Cothrell to vice 
president in charge of new business; and Thomas E. Quirk 
to asst. trust officer. 


Fort Wayne 
Fort WAYNE 
NATIONAL BANK 


Cornelius O. Alig, Jr., became asst. 
trust officer. 


Indianapolis 
INDIANA 
NATIONAL BANK 











Py 


a 


N. C. ESTABROOK BARRON P. LAMBERT R. R. EMERSON 
Indianapolis Baltimore Springfield, Mass. 
Indianapolis Neil C. Estabrook and Howard E. 


MERCHANTS NATL. 
BANK & TrRusT Co. 


McKinley elected asst. cashiers in the 
trust department. A graduate of the 
Wharton - School of Finance of the 
U. of Pennsylvania, Estabrook has charge of investments. 
McKinley has charge of the department of taxes. 


IOWA 
Cedar Rapids F. Forbes Olberg promoted to trust 
MERCHANTS officer. 


NATIONAL BANK 


Des Moines 
IowA-DEs MOINES 
NATIONAL BANK 


Newly elected asst. trust officer is 
James D. Robinette, a member of the 
trust department four years, since re- 
ceiving his law degree from Drake U. 


KANSAS 
Salina Charles F. Heath became vice presi- 
FIRST dent, asst. trust officer and a director. 
TrRusT Co. 
KENTUCKY 
Louisville Joseph R. Gathright, trust officer, suc- 
KENTUCKY ceeds H. L. Barber, retired senior 
TRUST Co. trust officer. 


LOUISIANA 


William H. Solis, with the bank since 
1933, promoted to trust officer. 


New Orleans 
HIBERNIA 
NATIONAL BANK 


MARYLAND 
Baltimore Barron P. Lambert advanced to vice 
FIDELITY- president and trust officer. 


BALTIMORE NATL. 
BANK & Trust Co. 


Baltimore 


MERCANTILE-SAFE 
DEposIT & TRUST Co. 


Edward M. McKewen, James A. 
Hooper, Jr., R. Manson Smith and 
Nelson S. Winter advanced to vice 
presidents in the trust division; 
also Leonard G. Getschel to asst. vice president; and Edward 
A. Supplee, trust officer. 


MASSACHUSETTS 
Brockton Former vice president and trust officer 
HoME Wayne E. Clark became president, 


NATIONAL BANK succeeding Edwin W. Hunt, who is 


now chairman of the board. 





Cuas. G. Youna, Jr. 
Kansas City 


FRANK B. KRAUSE 


J. K. BALES 
Minneapolis 


Kansas City, Mo. 
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oe 
EUGENE W. SHAW 
Springfield, Mass. 


SAMUEL H. ROGERS 
Minneapolis 


CHESTER J. CHAMBERS 
Springfield, Mass. 


Springfield Cahill A. Tolman, head of the trust 
SPRINGFIELD department, advanced to vice presi- 
NATIONAL BANK dent. 

Springfield Robert R. Emerson became presi- 


SPRINGFIELD SAFE 
Deposit & Trust Co. 


dent to succeed Edward Kronvall, 
who held that post since 1932. The 
latter became chairman of the board 
and chief executive officer. Chester J. Chambers, senior vice 
president in the trust department, elected vice chairman of 
the board. Eugene W. Shaw advanced from trust officer to 
vice president in the trust department; Gerald N. Hakes to 
asst. vice president and treasurer; Gordon C. Kibbe to trust 
officer; Stuart F. Cowles to asst. trust officer; Ralph N. 
Clark to investment officer in the trust department; and Paul 
M. Vining to associate trust officer. 


MICHIGAN 
Detroit Lewis Brooke, vice president and trust 
City BANK officer, advanced to senior trust officer 
and vice president. 
Detroit Two new asst. trust officers are For- 
MANUFACTURERS rest C. Chaffee and Leslie C. Putnam. 


NATIONAL BANK 
Grand Rapids 

MICHIGAN 

NATIONAL BANK 


James Terpstra, asst. trust officer, pro- 
moted to asst. vice president. 


MINNESOTA 
Minneapolis Frank B. Krause advanced to vice 
FIRST president in the corporate division of 
NATIONAL BANK the trust department. 
Minneapolis Samuel H. Rogers, vice president and 
NORTHWESTERN vice chairman of the trust committee, 


NATIONAL BANK and administrative head of the trust 


department, elected a director. 
St. Paul 
AMERICAN 
NATIONAL BANK 


Jean R. Johnson promoted to vice 
president and trust officer. 


MISSISSIPPI 
Vicksburg B. H. Colmery, formerly vice presi- 
FIRST dent and trust officer, elected presi- 


NATIONAL BANK dent succeeding S. E. Treanor, who 


retired. R. D. Ehrhardt was raised to 
trust officer. 





W. S. Morris 


JOHN R. SHEPLEY 
Kansas City, Mo. 


St. Louis 


H. M. F. LEwis 
St. Louis 


TRUSTS AND ESTATES 
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MISSOURI 


Guy McHenry, heretofore vice presi- 
dent of the. trust department, named 
senior vice president. Cowgill Blair, 
Jr., will become vice president and 
trust officer upon completion of his term as Prosecuting At- 
torney of Jasper County, the end of this year. 


Joplin 
FIRST 
NATIONAL BANK 


Kansas City 
City NATIONAL 
BANK & TRUST Co. 


Charles G. Young, Jr., advanced to 

senior vice president and trust officer ; 

Frederick R. Freeman named asst. 

trust officer, specializing in pension 

and profit-sharing plans. 

Kansas City 
UNION 
NATIONAL BANK 


W. S. Morris elected a vice president 
and trust officer; Jerald K. Bales, 
Whitney Ogden and E. J. McBride, 
trust officers; Robert W. Lord, asst. 
trust officer. Morris is a member of the executive committee, 
and past chairman, of the Corporate Fiduciary Association 
of Kansas City. 





FRANCIS A. SMITH 
Buftalo 


C. H. DIEFENDORF 
Buffalo 


HAROLD H. HELM 
New York 


St. Louis 
BOATMEN’S 
NATIONAL BANK 


Hugh M. F. Lewis elected vice presi- 
dent and will devote himself to the 
business development of the trust de- 
partment. A graduate of Princeton in 
1941, he joined Boatmen’s in 1947 in the security analysis 
division of the trust department. Robert E. Fisher, Alfred 
F. Graves and Irvin P. DeManage elected asst. trust officers. 


St. Louis 
St. Louis 
UNION TRUST Co. 


John R. Shepley advanced to senior 
vice president with general super- 
vision of the business service depart- 
ment (which supervises close corpora- 
tion securities) and real estate department. Other depart- 
ment heads advanced were: Roland C. Behrens to senior vice 
president (investment activities); M. L. Hanley, vice presi- 
dent (account supervisors division, trust investment); Carl 
L. A. Beckers, vice president (securities analysis division 
of trust investment); Kenneth H. Eggers, vice president 
(business service department) ; Joseph W. Schutte, vice presi- 
dent (personnel department); also elected were Eugene F. 
Williams, Jr., secretary (accounting); F. P. Boswell, asst. 
vice president (account supervisors division of trust invest- 
ment); and B. W. Grosskettler, asst. secretary (treasurer’s 
office). 


Springfield 
UNION 
NATIONAL BANK 


Walter A. Coon, chairman of the 
board, vice president and trust officer, 
retired under the bank’s retirement 
plan, remaining as a director. W. S. 
Pettit assumed the chairmanship and C. Frank Knox the 
presidency, while John M. Carnahan, Jr., advanced to trust 
officer. 


NEW JERSEY 


Hackensack 
HACKENSACK 


Kenneth J. Storms, head of the trust 
department many years, elected vice 


TrusT Co. president and trust officer. 

Paterson C. Kenneth Fuller elected chairman 
County BANK of the board and chief executive offi- 
& Trust Co. cer; Cowles Andrus elevated to presi- 


dent. 
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Summit Eugene J. Schaefer appointed asst. 
SUMMIT trust officer. A graduate of Seton Hall 
Trust Co. U., he is at present enrolled in the 

Graduate School of New York U. 
NEW YORK 
Albany George H. Shoudy, an asst. manager 


NATL. COMMERCIAL 
BANK & TrRusT Co. 


of the trust division, named asst. trust 
officer. Galen H. Nichols, Jr., formerly 
an asst. trust officer, becomes asst. 
cashier in the investment division. 


Buffalo Lawrence J. White appointed asst. 
LIBERTY BANK trust officer. 
Buffalo Charles H. Diefendorf became chair- 


MARINE TRUST Co. 
OF WESTERN N. Y. 


man of the executive committee and 
chief executive officer. Succeeding him 
as president is Francis A. Smith. 
Charles E. Stewart elected asst. vice president, advancing 
from trust officer. 





IsAAC B. GRAINGER J. F. WATLINGTON, JR. CARLYSLE A. BETHEL 


New York Winston-Salem Winston-Salem 
New York Henry W. Whitney appointed a trust 
City BANK officer, having formerly been asst. 


FARMERS TRUST Co. trust officer with the real estate and 
mortgage department. 
New York 
CHEMICAL CORN 
EXCHANGE BANK 


N. Baxter Jackson retired as chair- 
man of the board and becomes chair- 
man of the executive committee. Har- 
old H. Helm elected chairman and 
chief executive officer; Gilbert H. Perkins becomes vice chair- 
man; Isaac B. Grainger succeeds Mr. Helm as president; as 
chairman of the executive committee, Mr. Jackson succeeds 
Percy H. Johnston who has been elected an honorary chair- 
man. 


Also elected were Herman M. Metz and Fred G. Pfeiffer, 
trust officers. 


New York Howard R. Stengel, pension con- 
MANUFACTURERS sultant in the personal trust depart- 
Trust Co. ment, named asst. trust officer. 

Syracuse James D. Heffernan named senier vice 


LINCOLN NATIONAL 
BANK & TRUST Co. 
Troy 
MANUFACTURERS 
NATIONAL BANK 


president and trust officer. 


William M. Connors promoted to vice 
president and trust officer. 
Waverly 
CITIZENS 
NATIONAL BANK 
White Plains 
NATIONAL BANK 
OF WESTCHESTER 


Harold C. Watrous elected chairman, 
Roland P. Holmes as president and 
trust officer to succeed Mr. Watrous. 
Oliver W. Birckhead retired as chair- 
man of the board; Ralph T. Tyner, 
Jr., replacing him as chairman and 
president. Edward P. Prezzano named 


vice chairman, John E. Lockwood, chairman of the executive 
committee. 


NORTH CAROLINA 


Robert M. Hanes, retired as president 
and was named honorary chairman of 
the board; John F. Watlington, Jr., 
for 15 years head of the Charlotte 


Winston-Salem 
WACHOVIA BANK 
& Trust Co. 











FRED LINDSEY 
Cincinnati 


Louis GULDEN 
Cincinnati 


Wo. E. ANDERSON 
Cincinnati 


office, elected president and chief executive officer; Archie 
K. Davis, in charge ef the Winston-Salem office, named chair- 
man of the board of directors; Carlysle A. Bethel, who heads 
the trust department, named to the newly created office of 
vice chairman of the board, and continues as active head 
of the trust department, in addition to which he will share 
executive responsibilities in the general management of the 
Statewide bank; Richard G. Stockton, board chairman, named 
chairman of the executive committee; Richard G. Page (Win- 
ston-Salem) advanced to vice president and trust officer; 
and at Charlotte, E. Lee Cain was elected asst. trust officer 
and asst. secretary. 


OHIO 
Cincinnati William E. Anderson advanced from 
CENTRAL vice president, trust officer and direc- 
TRUST Co. tor to senior vice president. Louis 


Gulden and Fred Lindsey appointed 
vice president and trust officer; Charles G. Sattler advanced 
from asst. investment officer to trust officer. 


Gerald V. Weigle, graduate of U. of 
Akron and holder of a law degree from 
Chase Law College, promoted to trust 
officer. He is in charge of general 
operations within the trust department and has been largely 
responsible for the furthering of automation. 


Cincinnati 
FIRST 
NATIONAL BANK 


Cincinnati Julius W. Reif, vice president and 
PROVIDENT SAVINGS trust officer, also elected a director. 
BANK & TrRustT Co. 


Cleveland A. I. Hahn, estates rental department, 
CLEVELAND and I. I. Sperling, who directs adver- 
Trust Co. tising, publicity and public relations, 


appointed vice presidents. Advanced to 
trust officers were C. W. Whitney (corporate trust) and E. 
H. Hagerty (estates); to asst. vice presidents: C. S. Cudney 
(from trust investment officer) and A. G. Donkin (from 
asst. trust officer) ; to asst. trust officers: E. C. Eggert, S. P. 
Nasley and C. R. Keidel (all corporate trust). 


PENNSYLVANIA 
Bryn Mawr William A. Draper promoted from 
BRYN MAwR secretary and trust officer to vice 
Trust Co. president and trust officer. 
Chambersburg A. W. Evans elected vice president 
VALLEY and trust officer. 


NATIONAL BANK 








R. G. BROWN 
Memphis 


JOHN M. DuFF 
Pittsburgh 


Pau. A. DAVIS 
Pittsburgh 








A. M. MCNICKLE 


GERALD V. WEIGLE A. I. HAHN 
Cincinnati Cleveland Pittsburgh 
Philadelphia Miss Elizabeth Knox succeeds Mrs. 
FIDELITY-PHILA. Beatrice E. Kempff as advertising 
Trust Co. manager, upon the later’s retirement. 
Philadelphia Louis Gerber appointed trust officer. 
INDUSTRIAL 
TRusT Co. 
Philadelphia George H. Renninger named vice 
PHILADELPHIA president in charge of the Chester- 


NATIONAL BANK Cambridge office, having been with the 
bank as trust officer since 1954. Three 
new asst. trust officers appointed were Edward W. Jones, 
II, Albert G. Kay and S. Robert Conkling, in the Lansdale 


office. 


Pittsburgh A. M. MeNickle, who for the past eight 
FIDELITY years has been vice president in 
TRUST Co. charge of trust development, elected 


vice president-busniess development 
and in his new position he will direct all business development 
and public relations for the bank. Paul A. Davis succeeds 

MeNickle as vice president in charge of trust development. 

MeNickle formerly was in charge of the Kennedy Sinclaire 

Trust Development School, has served as chairman of the 

Trust Development Committee of the Pennsylvania Bankers 

Association for the past 4 years and as a member of the 

Committee on Trust Information of the American Bankers 

Association. He is a member of the faculty of the Trust De- 

velopment School of the Illinois Bankers Association and the 

board of trustees of the Educational Foundation of the Penn- 

sylvania Bankers Association. Davis joined Fidelity in 1948, 

was appointed associate trust officer in 1951 and vice presi- 

dent in 1954. During World War II, Davis served in North 

Africa and Italy as a Red Cross supervisor. 

Pittsburgh Joseph A. Richardson, Jr., elected 
PEOPLES FIRST NATL. trust officer; Rolland D. Ackelson, 
BANK & TrRustT Co. Beryl W. Clawson, James M. Pat- 

ton and Asa W. Smith elected asst. 
trust officers. 

Pittsburgh 
POTTER BANK & 


John M. Duff named vice president 
and trust officer succeeding Bernard 


TRuST Co. J. Hampsey, who resigned to resume 
law practice. Duff has been with the 

bank since 1941. 
Reading Harold E. Bright named to the new 
BERKS COUNTY position of senior vice president and 
Trust Co. trust officer, and will continue as head 


of the trust department. Bright was 





GEORGE P. RIDGWAY 
Dallas 





W. S. HACKWORTH 
Nashville 


W. L. RICHMOND 
Memphis 
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chairman of the Trust Department Operations Committee, 
Pennsylvania Bankers Association, from 1952 to 1955. 


TENNESSEE 
Memphis Joseph §. Sims and Christopher H. 
FIRST Williams, Jr., made asst. trust offi- 
NATIONAL BANK cers. 
Memphis R. Grattan Brown, vice president and 


NATIONAL BANK 
OF COMMERCE 


trust officer, elevated to senior trust 
officer and continues as vice president. 


William L. Richmond elected vice 
president and trust officer. 


Nashville W. S. Hackworth, recently resigned 
NASHVILLE president of the Nashville, Chatta- 
Trust Co. nooga and St. Louis Railway, became 

president of the trust company. 

Nashville William L. Midgett elected asst. trust 
First AMERICAN officer. 


NATIONAL BANK 


TEXAS 
Dallas George P. Ridgway (in charge of the 
FIRST bank’s common trust fund) promoted 


NATIONAL BANK to vice president and asst. trust offi- 


cer; William L. Baldwin, C. L. John- 
son, Jr., and J. Lawson LaPrelle, Jr., named asst. trust offi- 
cers; J. M. Denson promoted from asst. trust officer to asst. 
vice president; and the following to trust officers: H. J. 
Andrews, K. E. Gibbs, L. D. Gordon, P. H. Kirk, J. H. Mer- 
ritt and J. H. Montgomery. Named asst. trust officers were 
Paul Roehr, W. J. Williamson and R. B. Wood. 


Fort Worth John B. Hubbard advanced to trust 
Fort WorRTH officer. 
NATIONAL BANK 


Houston Mrs. Lou Letts, who has handled the 
HOUSTON BANK bank’s advertising, promotion and pub- 
& TrRusT Co. lic relations with its agency, became 

advertising manager of the Bank. 

Houston A. G. McNeese, Jr. elected president 


SECOND NATIONAL of the renamed bank (see page 156) 

(now BANK OF THE succeeding L. R. Bryan, Jr., who ad- 

SOUTHWEST N.A. vanced to vice chairman of the board 
and chairman of the executive committee. McNeese attended 
U. S. Military Academy at West Point and was graduated 
from the U. of Texas in 1933 with a BA degree; he received 
his LL.B. in 1937. After practicing law with Fulbright, 
Crooker, Freeman, Bates & Jaworski, he became associated 
with oil companies until 1953, when he joined the bank. 


San Antonio Louis Baker advanced to trust officer; 
FROST Pat Reagan to asst. trust officer. Baker 
NATIONAL BANK practiced law in Detroit and San An- 

tonio before joining the trust depart- 
ment. Reagan is a graduate of U. of Texas Law School. 


UTAH 
Dudley Amoss, a graduate of New 
York Law School who joined Tracy- 
Collins in 1954, appointed an asst. 


Salt Lake City 
TRACY-COLLINS 
Trust Co. 





A. G. MCNEESE, Jr. 
Houston 


D. S. WILLCOx 
Richmond 


D. E. KERLIN 
Montreal 


Fepruary 1956 





Mural in recently decorated conference room of. trust depart- 

ment at Lancaster County (Pa.) National Bank. The painting 

depicts the hills and valley of the county, with Lancaster located 
in the center. 





trust officer. William C, Lockington, Jr., joined the trust 
department after ten years with the local branch’ of the 
Federal Reserve Bank of San Francisco. 


VERMONT 
Burlington Richard W. Foss named asst. trust 
HOWARD NATIONAL officer. 
BANK & TRUST Co. 


VIRGINIA 


H. B. Fortescue, Jr., and L. K. Fur- 
guson, Jr., raised to trust officers; 
Karl Schwartz, III, to asst. trust of- 
ficer. 


Norfolk 
NATIONAL BANK 
OF COMMERCE 


Norfolk Abner S. Pope advanced to chairman 
SEABOARD CITIZENS of the board and is succeeded as presi- 
NATIONAL BANK dent by J. Hoge Tyler, III. 


Richmond Donald S. Willcox advanced to trust 
STATE-PLANTERS officer; Robert A. Browning to cor- 
BANK OF COMMERCE porate trust officer. The former is a 
& TRUSTS graduate of Randolph Macon College 

and holds an MBA from the Wharton School of Finance 

and Commerce of the U. of Pennsylvania, and is also a 

graduate of the Graduate School of Banking at Rutgers U. 

He has been secretary to the trust investment committee since 

1950. Browning holds a B.S. in Business from the U. of Rich- 

mond, is a graduate of the Graduste School of Banking of 

Rutgers, and most recently was past president of Richmond 

Chapter, A.I.B. 

Roanoke 
First NATIONAL 
EXCHANGE BANK 


George T. Ellis promoted to senior 
trust officer. 


WASHINGTON 


Promoted to trust officer — Earling 
M. Hansen; to asst. trust officer — 
Don R. Tufts. 


Seattle 
NATIONAL BANK 
OF COMMERCE 


WISCONSIN 


Miss Louise Sterna, former asst. vice 
president and asst. trust officer, ad- 
vanced to vice president. 


Beloit 
SECOND 
NATIONAL BANK 


CANADA 
Montreal Donald E. Keziin elected a vice presi- 
MONTREAL dent and will continue to serve as 
TRUST Co. 


General Manager of the company, to 
which office he was appointed 1952. 
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TRUST 
EMPLOYMENT EXCHANGE 





POOOOOOOD 


Address correspondence to Trusts 


and Estates, 50 E. 42nd St., New 
York 17, attention Employment Ex- 
change, with code number. 


Leading trust institution requires pen- 
sion trust administrator of official calibre, 
under 45, competent to deal wth top cor- 
porate management, and possessing ex- 
perience in investments, tax and trust 
law as well as administration, preferably 
pension trust. 62-2 


Trust department identified as 62-2 
also seeks pension trust new business 
man under 45, able to deal with cor- 
porate customers, and having legal (tax 
and trust law) and actuarial training. 
62-3 

Portland, Me., bank has openings in 
various departments for men between 
25 and 35. See ad H-62-4 


Florida trust department seeks ex- 
perienced security analyst and invest- 
ment counselor. See ad H-62-5 


A A A 
IN MEMORIAM 


GEORGE H. ARNOLD, vice president and 
trust officer of ILLINOIS BANK & TRUST 
Co., Rockford. 


P, EMMETT BRENNAN, assistant cash- 
ier and trust officer of First DAKOTA 
NATIONAL BANK, Yankton, South Dakota. 


CoRCcORAN THOM, former president of 
AMERICAN SECURITY & TRUST Co., Wash- 
ington, D. C. 

J. BERNARD DERWACTER, vice president 
and asst. trust officer of FIRST HUNTING- 
TON (W. Va.) NATIONAL BANK. 

RupoteH S. HEcuT, former president 
of the American Bankers Association. 

WILLIAM C. PERIOLAT, trust officer in 
charge of the trust department of LAKE 
View Trust & SAVINGS BANK, Chicago. 

WILLIAM E. RHEINHART, asst. trust of- 
ficer of KINGSTON (Pa.) NATIONAL BANK. 








TRUST SECURITY ANALYST 
AND 
INVESTMENT COUNSELOR 


Experienced security analyst and invest- 
ment counselor wanted for well estab- 
lished, fast growing trust department in 
medium-size Florida West Coast Bank. 
Must have background of finance, eco- 
nomics and related subjects as well as 
personable ability to meet and discuss 
subject with trust clients. Age 25-40 years 
suggested but not paramount. Give educa- 
tion, experience, age, present salary and 
salary required. 

Box H-62-5, Trusts and Estates 

50 East 42nd St., New York 17 











Trustman Heads Delaware’s 
— Security 


A career trust- 
man was. elected 
president of the 
Equitable Security 
Trust Company of 
Wilmington on Feb. 
8th, when Edwin P. 
Neilan succeeded 
John B. Jessup in 
this post as Mr. 
Jessop assumed the chairmanship. “Ed” 
Neilan’s record of trust service dates 
back to 1929 when the transferred to 
this department from the bond depart- 
ment of the Houston Bank & Trust Co. 
Four years later he joined the Federal 
Reserve Bank of Dallas as a trust ex- 
aminer but, even Texas being too small, 
he extended his horizons by moving to 
the New York and later the Philadelphia 
Federal. 


E. P. NEILAN 


Previously he had been a one-man 


variety show, with activities ranging 
from school football and_ basketball, 
sports editing, grocery “chauffeur” and 


contractor’s “husky” in the summer, to 
studying chemistry at Rice, and business 
administration at Texas U. Along with 
his rise to associate trust officer — when 
he joined Security Trust in 1940 — then 
vice president and director, and execu- 
tive vice president and director of the 
Equitable Security Trust following the 
merger, he found time to win a Giannini 
public speaking contest, graduate in the 
first class at Graduate School of Bank- 
ing, serve from ’42 to ’45 in the Navy 
with promotion to Lt. Commdr., and as 
chairman of innumerable banking, busi- 
ness and charitable committees, includ- 
ing presidency of the Delaware Bankers 
Association, and presently chairman of 
the A.B.A. committee on executive devel- 
opment — a subject in which he is emi- 
nently qualified by practice. 


x & DB 


® George B. Kneass, vice president of 
Philadelphia National Bank, has been 
appointed Assistant to the Secretary of 
the Treasury. He will assist Under-Secre- 
tary W. Randolph Burgess in Treasury 
financing and debt management. Mr. 
Kneass, who has been in charge of the 
Bank’s Investment Division succeeds Rob- 
ert B. Blyth who has held this post for 
the past year and has returned to Na- 
tional City Bank of Cleveland as vice 
president and senior investment officer. 
Gordon S. Smyth, vice president, has been 
appointed head of the Investment Divi- 
sion to succeed Mr. Kneass. 


A A A 
@ A brochure published by Lake View 
Trust & Savings Bank, Chicago, sets 
forth the highlights of that institution’s 


first 50 years — completed on November 
20. 


MERGERS, LIQUIDATION AND 
CHANGE OF NAME 


San Francisco, Cal.—Shareholders of 
ANGLO-CALIFORNIA NATIONAL BANK and 
CROCKER First NATIONAL BANK approved 
February 6 by overwhelming majori- 
ties the consolidation of the two into 
CROCKER-ANGLO NATIONAL BANK, effec- 
tive at close of business February 10, 
with 51 offices in 32 northern and cen- 
tral California communities. Principal of- 
ficers of the new bank will be W. W. 
Crocker, chairman of the board, Paul E. 
Hoover, president and chief executive 
officer; J. F. Sullivan, Jr., chairman of 
the executive committee, Paul B. Kelly, 
first vice president, and William Pflueger, 
executive vice president. 


Denver, Colo.—Subject to approval of 
the Comptroller of the Currency, First 
NATIONAL BANK of Denver and the IN- 
TERNATIONAL TRUST Co. will be merged 
and known as the First NATIONAL BANK. 


Lexington, Mass.—LEXINGTON TRUST 
Co. is discontinuing its trust department 
activities. 


Englewood, N. J.—The name of CiTI- 
ZENS NORTHERN VALLEY NATIONAL BANK 
has been changed to CITIZENS NATIONAL 
BANK for purposes of simplification. 


Knoxville, Tenn. — COMMERCIAL Na- 
TIONAL BANK was absorbed by the HAm- 
ILTON NATIONAL BANK. 


Houston, Texas — Stockholders ap- 
proved changing the name of the SEc- 
OND NATIONAL BANK to BANK OF THE 
SOUTHWEST, N.A. 


Brattleboro, Vt.—BRATTLEBORO TRUST 
Co. and the First NATIONAL BANK of 
Bennington merged under the new title 
of VERMONT BANK & TRusT Co. 


A A A 
@® Henry G. Diefenbach, vice president 
and comptroller of the United States 
Trust Co. of New York, has been ap- 
pointed by President Eisenhower, to the 
National Park Trust Fund Board of the 
National Park Service, a division of the 
United States Department of Interior. 
Appointed for five years, Mr. Diefenbach 
will serve with Secretary of the Treasury 
George M. Humphrey and Secretary of 
Interior Douglas McKay. 





PORTLAND, MAINE 
BANK 


Has attractive positions for young men, age 25 
to 35, who can qualify for Credit Analysis 
work, Trust Department Operations, or Aud- 
iting and Accounting work. 

Attractive starting salary to those who are 
accepted and who can undergo a thorough 
character investigation. 


Apply by letter only, giving complete outline 
of education and business, banking, legal or 
accounting background. Please state if it is 
your intention to make banking a career. 

All information will be confidential. Write: 

Box H-62-4, Trusts and Estates 
50 East 42nd St., New York 17 
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ON THE PUBLICITY FRONT 


Newspaper Advertising 


The “3 little words” in a recent ad 
of First National Bank, Hutchinson, 
Kansas, are “Do it now,” and are fol- 
lowed by “3 things to do” and 3 reasons 
why” in a discussion of the importance 
and urgency of planning one’s estate 
and having a will drawn. Each section 
of the ad is flagged with a hand hold- 


ing up three fingers. 
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“The man who couldn’t say No,” in 
an ad from State-Planters Bank & Trust 
Co., Richmond, Va., is a young looking 
fellow who could not decline to serve 
as executor of his best friend’s estate 
and now finds himself “faced with the 
responsibility of performing a task for 
which he lacks both the time and the 
experience.” The ad lists 14 of the du- 
ties of an executor and discusses why 
the appointment of a friend is not a 
favor but an imposition. 


“Is your wife insured?” inquires an 
ad from First National Bank, Dallas, 
which points out that “if your business 
is part of your ‘community’ property, 
then your wife owns half of it.” If she 
should die first, possibly a large amount 
of cash would be needed to pay debts, 
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settlement costs and taxes—hence the 
value of the insurance. 


“Am I really a father?” asks the 
man pictured looking at his child in 
the hospital crib. The ad from First 
National Bank, Akron, seizes upon this 
common experience as an opportunity 
to discuss how many fathers start im- 
mediately to plan the youngster’s college 
education — and should prepare for the 
child’s future in the event that the 
father is not there to work out the plans. 


“Changing with the times” titles an- 
other ad which makes good use of fam- 
ily experiences, this one being the wide- 
spread custom of measuring a growing 
child with marks on the wall. Hamilton 
National Bank, Chattanooga, tells how 
similarly the terms of a will need re- 
vision from time to time. 


“Stamford’s first will,” dating from 
1684, is quoted in part in a recent ad 
of First-Stamford (Conn.) National 
Bank & Trust Co. which capitalizes on 
the interest thus aroused by discussing 
how the trust department of Stamford’s 
first bank “has been serving many gen- 
erations of Stamford families.” 


“ME make an estate plan?” asks the 
astonished young man in an ad of First 
& Merchants National Bank, Richmond. 
The answer is “Sure” and the reason- 
ing is explained in the text of the ad 
which has skillfully substituted in its 
heading the phrase “estate plan” for 
the desirable word “will” which 
does not appear until the very end of 
the text. 


less 


Booklets 
*“Meet a Good Friend . 


torney,” a 6-page. 
pamphlet _ setting 


. Your At- 
cartoon - illustrated 
forth the services 
which a lawyer is constantly rendering 
to his clients, has been distributed to 
lawyers in the area by Marine Trust Co. 
of Western New York, Buffalo, and 
later will be sent out to trust depart- 
ment mailing lists. The services de- 
scribed range through the normal busi- 
ness and family needs for legal guid- 
ance and conclude with wills and estate 
planning. 


Amid the humor and wisdom in the 
eight pages of the current issue of 
Forethought published bi-monthly by 
Montreal Trust Co. is a story entitled 
“Strings Can Be Mighty Useful Things.” 
The wife reproaches her husband for 
attaching strings to his estate by plan- 
ning to leave it in a living trust. He 


I WANT To SEE MY LAWYER! 





One of cartoons in booklet distributed by 
Marine Trust Co. of Western New York. 





reminds her of the time they camped 
out in a storm 30 years earlier, got 
soaked in the rain holding the tent 
ropes and re-driving the pegs, until the 
husband rolled up a couple of. heavy 
logs and tied to them. “Strings can 
be mighty useful things,” he now says, 
“depending on who is holding them and 
what they are attached to.” 


A four-page folder of Mercantile Na- 
tional Bank, Dallas, suggests that the 
corporation reader transfer its stock 
through that institution, “If your stock 
is widely held by Southwestern invest- 
. If trading is heavy in the South- 
west . . . If home offices are located in 
this area.” The inside pages carry a list 
of the companies which already are 
doing this, and the back page presents 
special advantages of the city of Dallas 
and suggests other corporate services 
available at the bank. 


ors. 


“Will you leave your wife a Head- 
ache as well as a heartache?” inquires 
a recent folder from U. S. National 
Bank, Portland, Ore. This is what hap- 
pens when a man writes, 
thing to my wife,” the folder points 
out. “Most business men will readily 
agree that tax returns, investment deci- 
sions, business and real estate manage- 


“I leave every- 








From Mercantile National Bank of 


Dallas folder. 


157 








ment can indeed be a headache—even 
for an experienced person,” but “You 
can protect your wife and children from 
the confusion and possible loss of try- 
ing to administer your estate” by nam- 
ing the trust department executor and 
trustee. 


Forums 


More than 250 lawyers recently at- 
tended a concentrated 6-hour course on 
Estate Planning, sponsored by Worces- 
ter County (Mass.) Trust Co., with Pro- 
fessor A. James Casner of Harvard Law 
School as the lecturer. Prof. Casner dis- 
cussed several types of present day es- 
tate planning arrangements and gave 
the reasons why they are adopted, illus- 
trating with both large and small estates 
where the wife is the principal bene- 
ficiary. He suggested arrangements for 
certain types of assets and for assets 
which cross state lines. 


Fremont (Mich.) State Bank, pre- 
sented the first Women’s Finance Forum 
in that community with the first of a 
series on January 30. It is a four eve- 
ning series with three meetings sched- 
uled for February. John W. Heddens, 
trust officer of Continental Illinois Na- 
tional Bank and Trust Co., Chicago. 
addressed the first meeting on “Wills.” 
This subject was scheduled for the first 
meeting because of a unanimous vote 
at a forum organizational meeting of 
representative Fremont women. 


“Home Ownership and Real Estate 
Investments” was the subject of the 
meeting on Feb. 9, given by Dr. Arthur 


Ek. Warner of Michigan State Univers- 
ity, College of Business Administration. 
Robert Storer, vice president of Manu- 
facturers National Bank of Detroit, was 
to speak Feb. 13 on “How An Average 
Family Can Plan A Sound Investment 
Program,” and on Feb. 20, Leo J. Mer- 
ten, C.L.U., on “Life Insurance and 
Social Security.” 

A panel discussion on pension and 
profit-sharing plans last month in Louis- 
ville was sponsored jointly by Citizens 
Fidelity Bank & Trust Co. and the Ken- 
tucky Society of Certified Public Ac- 
countants. Bart A. Brown, vice president 
of Citizens Fidelity, was the moderator. 

The final Trust and Estate Forum in 
the 1955 series conducted by the trust 
department of United States National 
Bank, Portland, Ore., was held in Port- 
land November 22 with an attendance 
of 900. This brought the total attend- 
ance for the year throughout the State 


to more than 2,500. There are two trust 
department teams that put on_ these 
forums. In Portland, president E. C. 
Sammons presided, vice president and 
trust officer R. M. Alton made the open- 
ing remarks and introduced the speak- 
ers, assistant trust officer H. E. Butler 
covered “Estate Planning,” trust officer 
LeRoy B. Staver presented “Estate 
Settlement,” and trust officer W. D. 
Hinson spoke on “Estate Management.” 


About 100 women attended the four- 
session forum for members of the Home 
Demonstration Clubs sponsored by Clin- 
ton County Bank & Trust Co., Frank- 
fort, Ind. “Outside” speakers presented 
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NATIONAL BANK 
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Specialist on 
Georgia 


If any of your customers are 
moving to Georgia, they will 
profit by conferring with The 
Man With a Plan at First 
National. He specializes in 
handling the estate problems 
of people referred to First 
National by our friends in Trust 
Departments throughout the U.S. 





A helpful booklet on estate 
planning is available for 
oN Georgia-bound customers of 


SS yours. Send fer a free copy. 
~ Sita, 





a The Atlanta Bank 
Serving the South 
Since 1865 





successively Let’s Talk About the Stock 
Market, Family Money Management, 
and Life Insurance, and at the final 
session a panel of bank officers and an 
attorney discussed Fundamentals of 


Banking. 


Wills, trusts and estates were dis- 
cussed at a women’s finance forum spon- 
sored jointly by The National Bank oj 
Summers and First National Bank of 
Hinton, both of West Virginia, and the 
local Business and Professional Women’s 
Club. Robert L. Gordon, vice president 
and trust officer of First & Merchants 
National Bank, Richmond. Va., was the 
principal speaker. 


Anniversary Programs 


An unusually complete story of anni- 
versary celebration ai County National 
Bank & Trust Co., Santa Barbara ap- 
peared in the January 1955 FPRA Bulle- 
tin, describing the open house, signing 
of the register, the bank party, the TV 
program and newspaper advertising, and 
the stork contest. 


In the stork contest the bank offered 
one day’s interest at 5‘¢ on a million 
dollars, but as six babies were born on 
the anniversary day, instead of splitting 
$137, the bank gave each child $50. 
The bank party and the TV program 
both made use of the bank choir, and 
TV showed banking in 1875 and now. 
Two days before the celebration the 
bank’s tabloid was published as part 
of the local Sunday paper, 4,000 extra 
copies of which were later requested by 
customers for mailing to all parts of 
the country. 

A A A 


Trust Service Scores Again 
in Press 


More evidence that the advantages of 
fiduciary services to a wide segment of 
the public are being recognized by the 
nation’s Press comes to light each 
month or even day. Latest is the lead 
commentary in the Personal Business 
column of Jan. 28th issue of Business 
Week, which discusses the investment 
portfolio services of banks, from cus- 
tody and agency to trustee management. 
including reference to the common 
trust fund as giving smaller funds “the 
same wide diversity of investment as 
large trusts.” 

Suggesting that people can get more 
service from their bank than they are 
probably aware is available and some 
on a courtesy basis—as estate planning 
—the editorial notes the flexibility and 
protective features. 
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New Peak in the 
Delaware Valley 


The skyscraper headquarters of the 
Philadelphia National Bank, previewed 
January 9th by the Press and hundreds 
of the bank’s close associates, customers 
and tenants of the block-long, 516 foot 
high office building, are unique in so 
many ways that only by personal visit 
can its combination of functional and tra- 
ditional architecture be appreciated. 
From the vaults — two floors and a 
mezzanine below street level — up the 
Autotronic elevators to the Trust and 
Investment departments three floors and 
two mezzanines higher, it is a blend of 
homelike atmosphere and modern effi- 
ciency that caused the girl guides on the 
tour to remark that they “would like to 
work and live here all the time.” 


In remodelling the banking floors of 
this former Wanamaker property, the 
bank’s management asked: “Could this 
bank structure be designed to give an 
atmosphere of dignity and_ stability, 
without ‘institutional’ impersonality? 
Could the feeling of warm relationships 
with individual customers be preserved, 
in the face of operationel needs essen- 
tial to handle the large commercial and 
banking business?” The answer is Yes, 
whether at the “Fast Cash” counters 
(logically adjoining the Travel denart- 
ment), on the wide-open, vaulted main 
platform with its original great hronze 
candelabra, or in the officers’ or staff 
dining and recreation rooms. 

These were no idle questions for this 
153-year-old institution which has_ so 
long been known as The Bankers’ Bank, 
yet has developed a complete roster of 
personal and commercial s*rvices. Among 
the latter are the Trust Divisions, started 
as recently as 1951 and already grown 
to one of the largest in the nation. That 
the pioneering spirit which has brought 
the bank through all kinds of economic 
weather since 1803 is as predominant as 
ever, is the fact that the Trust Depart- 
ment has: established the Philabank 
Plan for employee benefit investment and 
Supervision for other financial institu- 
tions, put in operation the first all-equity 
common trust fund in the area, and made 
an original survey of employee retire- 
ment practices among 600 business and 
industrial firms in The Valley. 


Among unsusually attractive and use- 
ful features of this billionaire bank (in 
resources) are the adjustable “disappear- 
ing” walls by which the employee cafe- 
teria and lounge can be opened into an 
auditorium with seating capacity of sev- 
eral hundred, for civic and business meet- 
ings or employee social affairs, and done 
in the latest lighting and color schemes. 
Private dining rooms, adjacent to the 
officers’, have foldaway partitions too, 
While mezzanine and departmental 
lounges provide customer comfort and 
hospitality. The Board room, built 
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Philadelphia National’s new head office at 
Broad, Chestnut and So. Penn Square, with 
Bell Tower weather-forecaster by changing 
light colors, overlocking William Penn atop 


City Hall. 





around the original great oriental carpet, 
is like other quarters, panelled in rare 
woods. These and the marbles and 
granites come, like the bank’s customers, 
from all ends of the country and world. 


Be. -e a 


® William S. Hefferan has joined The 
Purse Company in Chicago as Western 
Manager. After graduating from Yale, 
Mr. Hefferan studied at Harvard Busi- 
ness School and New York University. 
He was formerly with Procter & Gamble 
and with Irving Trust Co., New York. 


Student Program 


The Toledo Trust Co. has reached the 
students of 81 schools in the Toledo area 
during 1955 with a program consisting 
of tours of the bank by high school and 
upper grammar school students and reg- 
ular classroom talks on general banking 
subjects by officers of the Trust Com- 
pany. During the year, 5,578 students 
toured the bank, 7,585 heard the talk 
“Your Community Bank,” and 5,026 saw 
the film “Back of Every Promise.” 

For the tours, students are brought to 
the bank by chartered bus and ushered 
into the board of directors room for a 
brief description of banking functions 
by an officer. They are then shown 
through the various departments where 
the function of the bank’s equipment is 
explained. Talks by bank officers are 
scheduled with the schools and, where 
facilities are available, film is shown. 


A A A 
Bank Merger Trend 


Owing to mergers, the total number of 
banks in the nation has gone steadily 
down from 14,705 in 1949 to an estimated 
14,267 at the end of 1955, Ray M. Gidney, 
Comptroller of the Currency, told the 
Annual Mid-Winter Meeting of the New 
York State Bankers Association held in 
New York on January 23. The number 
of mergers approved by the Comptroller 
has totalled 460 in the last six years, in- 
volving total assets of $6,065 million, and 
in the same period State banking depart- 
ments have approved 372 mergers with 
total assets of $12,940 million. The Comp- 
toller-approved mergers varied from a 
low of 30 in 1951 to 126 in both 1954 
and 1955. State approved mergers had a 
low of 39 in 1950 and a high of an esti- 
mated 99 in 1955. 





Missouri. 


from other states to Missouri. 





First Choice for Trust Service 
in Missouri 


The St. Louis Union Trust Company engages only in the trust busi- 
ness. It does no banking business. It accepts no deposits subject to 
check. It is the largest stockholder of the First National Bank in 
St. Louis, with which it is affiliated. It is the oldest trust company in 


We suggest consideration of our Company for ancillary service in 
Missouri or where recommendations are to be made to people moving 


“Trust Service Exclusively” 


St. Louis Union Trust Company 
ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 
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New York Trust Department 

Earnings Up 9% 
Trust department earnings of $71,- 
025,000 in 1954, a gain of 9% over 
1953 when trust department earnings of 
$64,873,000 made up 10.52% of total 
current operating earnings as against 
11.25% in the later year according to 
the recently released report of New 
York Superintendent of Banks George 
A. Mooney. 


For the institutions in New York 
City, 1954 trust. department earnings 
amounted to $66,490,000 as compared 
with $61,042,000 in 1953 and 13.37% 
of operating earnings compared with 
12.39% in 1953. For the institutions 
outside of New York City, trust earn- 
ings totalled $4,535,000 in 1954 com- 
pared with $3,831,000 in 1953, and 
3.38% of operating earnings as against 
3.09%. 

During 1955 two discretionary com- 
mon trust funds were established in 
the State, the report stated, raising the 
total number to eighteen, the same as 
for legal funds. Total asset value of the 
36 funds rose from $355 million to $407 
million as of October 3), 1955. In the 
discretionary group the proportion of 
bonds declined from 45% to 41% while 
stocks rose from 55% to 59%. In the 
legal funds, which have a_ statutory 
limit on stocks, this proportion rose 
from 31% to 33% of the aggregate 
total. 


The Bank Fiduciary Fund — estab- 
lished to afford smaller trust depart- 
ments in the State the same investment 
opportunities open to banks operating 
legal common trust funds — after six 
months of operation had total funds of 





COMMON TRUST FUNDS 


COMPARATIVE VOLUME AND ASSET COMPOSITION 
AS PER CENT OF EACH TOTAL FUND 


AS OF OCTOBER 31,1955 
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From annual report of N. Y. Superintendent 
of Banks. 
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Whitney North Seymour (left), 
vice president of Municipal Art So- 
ciety of New York, congratulates 
Horace C. Flanigan (right), presi- 
dent of Manufacturers Trust Co., 
and Gordon Bunshaft (center), 
partner in the architectural firm of 
Skidmore, Owings & Merrill, upon 
the Society’s Annual 
Plaque of Commendation to the 
bank’s new glass-walled Fifth Ave- 
nue office, as “The Year’s Most Dis- 
tinctive Contribution to the Beauty 
of New York.” 


award of 





about $2 million representing 550 trusts 
invested by 31 banks. As of October 31, 
1955, net assets of the fund were in- 
vested 66% in bonds and 33% in com- 
mon stocks. 
AA A 

® A total of 18,163 estates and funds 
valued at £65,877,309 was under ad- 
ministration at the fiscal year end, March 
31, 1955, Geo. E. Turney, Public Trustee 
of New Zealand, stated in his annual re- 
port recently received. This compares 
with 18,014 accounts valued at £61,742,- 
539 a year earlier. 


Brochure of Directors 


A unique four-page brochure sets 
forth the names and occupations of all 
the directors and advisory board mem- 
bers of the Citizens & Southern National 
Bank and its affiliates in Georgia. The 
grouping is by business or profession. 
In each case the individual’s company 
and position are given, or if profession- 
als, their institution, firm or field of 
specialization. In spite of 32 categories. 
the occupations of 22 men and women 
defied classification. 


Calendar of Trust Events 


Mar. 29 — Trust Conference, Kansas 
Bankers Association, Topeka 

Apr. 6—Trust Conference, Pennsylvania 
Bankers Association, Harrisburg 

Apr. 19—Trust Companies Association of 
Ontario, Canada 

Apr. 23-24—Indiana Bankers Trust Con- 
ference, Evansville 

Apr. 26—Illinois Bankers Association, 
Trust Division, Danville 

May 6-8 — Connecticut Bankers Short 
Trust Course, Storrs 

May 8-9—Tennessee Bankers Associa- 
tion, Chattanooga 

May 17-19—American Safe Deposit As- 
sociation National Convention, Hart- 
ford, Conn. 
May 21-23—Mississippi Bankers Asso- 
ciation, Trust Division, Buena Vista 
May 23-25—N. J. Bankers Association, 
Atlantic City 

June 3-16—School of Banking of the 
South, Louisiana State U., Baton 
Rouge 

June 4-9—New York State Bankers Trust 
New Business School, Vanderbilt Law 
School, N.Y.U., New York 

June 4-8—American Institue of Bank- 
ing, Dallas 

June 11-23—Graduate School of Banking, 

Rutgers U., New Brunswick, N. J. 





June 21-23—Virginia Bankers Associa- 
tion, Hot Springs 

June 30-July 3—Million Dollar Round 
Table, Cruise to Bermuda 

July 8-13—Carolina Bankers Conference, 
Chapel Hill, N. C. 
July 16-28—School of Financial Public 
Relations, Northwestern U., Chicago 
July 19-21 — West Virginia Bankers 
Association, White Sulphur Springs 
July 22-Aug. 4—NABAC School for Bank 
Auditors and Comptrollers, Chicago 
Aug. 19-Sept. 1—School of Banking, U. 
of Wisconsin, Madison 

Aug. 20-31 — Pacific Coast Banking 
School, U. of Washington, Seattle 

Aug. 23-24 — ABA Western Regional 
Trust Conference, Salt Lake City 

Aug. 27-30—American Bar Association, 
Dallas 

Sept. 17-20 — National Association of 
Bank Auditors & Comptrollers, Wash- 
ington, D. C. 

Sept. 17-21 — National Association of 
Bank Women, Minneapolis 

Oct. 7-11 — Financial Public Relations 
Association, Dallas 

Oct. 21-24—American Bankers Associa- 
tion Annual Convention, Los Angeles 

Nov. 15-16—ABA Mid-Continent Trust 

Conference, Chicago 
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1955 A Fine Trust YEAR 


Annual Reports Show Many All-Time Highs 


NALYSIS OF THE FIRST 13] BANKS AND 
pean company annual reports re- 
ceived here indicates a growing apprecia- 
tion of trust services on the part of the 
public and a broadening of the range 
of trust prospects. Comments note par- 
ticularly the increased acceptance of es- 
tate planning and the growth of em- 
ployee benefit plans, as well as the ex- 
panding number of persons seeking in- 


vestment advisory service. 


If these first reports, which come from 
both large and small institutions and 
from many parts of the nation, are a 
fair sampling, trust departments have 
done well in the past year. Seventeen 
institutions, unfortunately, offered their 
stockholders no information as to trust 


Banks 


ALABAMA 


Birmingham Trust 
National Bank 


CALIFORNIA 
California Bank, Los Angeles 


Security-First National 
Bank, Los Angeles 


mentioned 
mainder 


Gross Earnings 


Continued satisfactory 


Gross income and net income 
before taxes were the highest 
in history 


Gross fees collected, based 
largely on a percentage of 
total trust assets adminis- 
tered, exceeded those of prior 


years 


department operations. Of the others, 
only one cited a reduction in assets un- 
der administration whereas 67 reported 
growth in these assets and 14 of these 

all time records. 
either did 
growth of assets, gave current figures 
without comparisons, or spoke in terms 
of general advance over a decade rather 
than a strict year by year measurement. 
The number of all time highs probably 
should be increased to include many of 
those who cited only gains over last year, 
but who actually have been making new 
records for several years. A 


While the majority of these trust de- 
partments gave no report on income, 39 
stated that gross earnings were higher 
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Volume of Business 


Assets reached a new high 
... Administration of pension 
& profit-sharing plans a 
major activity . increase 
in will file gratifying 


The Court Division experi- 
enced its largest annual 
growth, both in the total 
number of new estates, testa- 


mentary trusts, and guar- 
dianship accounts, and in 
total assets. The Private 


Trust Division, which handles 
living trusts, agency ac- 
counts, also experienced its 
greatest annual growth. The 
book value of assets held by 
the Pension and Profit-Shar- 
ing Division increased sub- 
stantially 


Our trust business reached 
new high levels during 1955. 
The value of trust assets on 
our books at year end was 
greater than at any previous 


summary of trust 
growth as indicated in the annual re- 
ports is presented herewith and will be 


continued, in future issues. 


Common 





in 1955 than the previous year, and 17 
of these reported record earnings. 
New business development, both in 
terms of wills filed and of immediate 
new business, appears to have been gen- 
erally good and 12 of those who com- 
mented on it were able to cite the largest 
amount of new business in any year of 
operation. Common trust fund opera- 
tions were reported by 20 departments . 
which pointed out the investment advan- 
tages for smaller trusts and showed the 
sizeable increase in total assets and num- 
bers of accounts represented in the fund. 


Trust Fund 










































Trust department lobby shown in report of 
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Birmingham Trust National Bank. 
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Gross income of American Security & Trust Co., 


Washington, D. C. 
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Union Bank & Trust Co., 
Los Angeles 


COLORADO 


Colorado National Bank, 
Denver 


Denver National Bank, 
Denver 


CONNECTICUT 


Bridgeport-City Trust Co., 
Bridgeport 


Hartford National Bank & 
Trust Co., Hartford 


New Britain National Bank, 
New Britain 


First-Stamford National 
Bank & Trust Co., 
Stamford 


Torrington National Bank 
& Trust Co., Torrington 


Trust Fund 





Volume of Business 


Trust Department contribu- 
tion to both gross and net 
earnings of the bank at an 
all time high 


The trend of earnings of the 
Trust Department continued 
upward in 1955 


The year 1955 marked a sat- 
isfactory gain in the earning's 
of the Trust Department... 
and the initiation of a new 
fee schedule . This first 
change in the bank’s struc- 
ture of trust charges in al- 
most 20 years was put into 
effect after completion of a 
comprehensive 2-year study 
.. . Its understanding recep- 
tion by the trust customers 
has been most gratifying 


Trust Department income 
$76.500 in 1955 compared to 
$56,353 in 1954 


Net earnings were higher, 
continuing the trend of the 
past several years 
































































Gross Earnings 


date . . . Increases in new 
accounts and volume of wills 
filed was shared by all 
branch Trust Departments 
... A new branch Trust De- 
partment was opened at mid- 
year in Beverly Hills 

The continued growth of our 
Trust Department has been 
a significant factor in at- 
tracting and maintaining the 
loyalty of customers of the 
banking departments. One of 
the most important elements 
of this growth has been the 
consistent support of at- 
torneys who have found the 
various services of our Trust 
Department valuable to their 
clients. 


The business of the Trust De- 
partment continued to _ in- 
crease steadily during 1955 
with the addition of many 
new accounts. 


In addition to the number of 
estates in process of settle- 
ment, the trusts administered 
by us have been showing a 
continuous growth in number 
and aggregate value... More 
and more individuals are us- 
ing our Trust Department as 
agent in handling their in- 
vestments 


The Trust Department con- 
tinued to grow in every re- 
spect during the past year. 
New accounts, together with 
some $16,600,000 of trust 
funds added by the Norwich 
and Middletown  consolida- 
tions, combined to bring as- 
sets under the supervision of 
this department to a total 
book value of approximately 
$430,000.000, exclusive of 
some $75,000,000 in custodian 
accounts... A staff of Trust 
Department officers and per- 
sonnel is now maintained at 
the Middletown Office as well 
as in New London 


An increasing number of per- 
sons are naming the bank as 
trustee of business and per- 
sonal trusts and as Executor 
and Trustee under wills 


The year 1955 was one of 
continued growth of this de- 
partment ... Of special in- 
terest is the large number of 
agency accounts now under 
the administration of this de- 
partment. This type of ac- 
count, together with revenues 
from trusteeships, provides 
by far the greater part of 
gross earnings 


Volume continued its steady 
year-to-year advance 


Banks 


The progress of Common 
Trust Fund A established 
June 1, 1954, has been grati- 
fying. At the year end the 
fund was valued in excess of 
$9,100,000, an increase of 
36% over the preceding year. 
325 trusts now participate in 
the Fund as compared with 
246 last year ... The Board 
of Directors has approved 
establishment of a Veterans’ 
Common Trust Fund 
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Banks 


DELAWARE 


Wilmington Trust Co., 
Wilmington 


DISTRICT OF COLUMBIA 


American Security & 
Trust Co., Washington 


National Savings & Trust 
Co., Washington 


Riggs National Bank, 
Washington 


FLORIDA 


First National Bank, 
Orlando 


First National Bank, 
Palm Beach 
GEORGIA 


Fulton National Bank, 
Atlanta 
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HEIRS . . WITNESSES TO WILLS . 


Gross Earnings 


Highest in history ... Trust 
Department fees and com- 
missions $931,306 (compared 
with $726,589 in 1954) 


Both our gross and net oper- 
ating earnings (bank) at- 
tained an all-time high ac- 
counted for by gains in all 
of our integrated depart- 
mental operations 


Income from Trust Depart- 
ment $107,194 compared to 
$103,574 in 1954 


Substantial increase in com- 
missions received 
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Volume of Business 


Our Trust Department, which 
is one of the largest in the 
country, continues to show a 
satisfactory growth and rea- 
sonable margin of profit. 


Our Trust Department for 
many years has shown a 
steady growth which contin- 
ued in 1955. At the close of 
the year more than $340,- 
000,000 of assets, (compared 
to $300,000,000 a year before) 
..- In the past few years an 
increasing number of trusts 
which provide for retirement 
benefits have been created, 
and this type of business 
should continue to increase. 
Several important appoint- 
ments as conservator were 
also received 


During the past year the 
Trust Department enjoyed 
unusual growth in business, 
evidencing the value of the 
services being extended to 
many important clients in 
matters relating to the ad- 
ministration of estates, 
trusts, agencies, and cus- 
todianships, in addition to 
serving many important cor- 
porations in various fiduciary 
capacities. The Trust De- 
partment’s assets increased 
$42,604,550 in 1955 and at 
the close of the year the trust 
assets of the institution total- 
led $248,271,763 


More clients than ever before 
... As of the year end total 
assets of this department 
amounted to $36,527,807 
We have expanded and di- 
versified trust facilities 


The steady growth of this 
department continues. The 
year witnessed a substantial 
increase in the number of ac- 
counts being managed and 
the appointments received, 
both personal and corporate 
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WANT SOMEONE LOCATED? 
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Common Trust Fund 


At the close of the year 311 
trusts were participants in 
our Discretionary Common 
Trust Fund. Assets of this 
Fund were valued at $9,720,- 
203 on Nov. 30. 





Ly 






OT 


Uy 


163 








































































Banks 


Trust Company of Georgia, 
Atlanta 


Gross Earnings 


The Trust Department con- 
tributed substantially to rec- 
ord bank earnings 


Georgia Railroad Bank & 
Trust Co., Augusta 


ILLINOIS 


Chicago Title & Trust Co., 
Chicago 


City National Bank & 
Trust Co., Chicago 


(to be continued) 


Volume of Business 


A large number of institution- 
al endowment funds as well 
as private individuals have 
established agency and trust 
accounts primarily to obtain 
the benefit of our investment 
advice. During 1955 we re- 
ceived the largest number of 
new accounts within these 
categories in the history of 
our Trust Department 

The activity of our Trust De- 
partment reported for the 
year, justified its need for 
expanded quarters and per- 
sonnel. Completing its 27th 
year of operation, the Trust 
Department reports more 
new accounts opened than in 
any previous year and the 
number of wills on file is the 
largest in history 


Growth in the Investment 
Counsel Service indicates 
that it continues to have 
value for individuals and 
corporations needing compe- 
tent assistance in the man- 
agement of their funds... 
The Company’s Trust busi- 
ness continues to show growth 
with a number of new active 
appointments and an increase 
in trust assets. In addition 
many wills have been filed... 


During 1955 the total value 
of personal trust assets un- 
der the department’s super- 
vision increased more than in 
any previous year. The num- 
ber of appointments received 
during the year as executor 
and trustee under wills sur- 
passed in value those of any 
previous year. These appoint- 
ments are the result of com- 
prehensive estate planning 
effort. Other facilities have 
met with gratifying accept- 
ance, especially the manage- 
ment of securities in safe- 
keeping, agency and super- 
vised investment capacities 
for both individuals and cor- 
porations 


Common Trust Fund 


Our Common Trust Fund, 
which was established over 
eleven years ago, has proven 
a most effective medium for 
making complete trust invest- 
ment service available to our 
smaller accounts. The com- 
mon trust fund makes it pos- 
sible for the smallest trust 
account to obtain advantages 
of a broadly diversified in- 
vestment portfolio 


October 31, 1955 marked the 
end of the current fiscal year 
of the Common Trust Fund. 
The Fund started on March 
2, 1953, with an initial $800,- 
000 representing 50 partici- 
pating trusts. At the end of 
the current fiscal year the 
Fund had a market value of 
$8,395,346 with 232 partici- 
pating trusts 


The bank was the pioneer in 
this State in the common 
trust fund field. Acceptance 
of this excellent medium for 
the investment of smaller 
trust funds has been very 
satisfying 












Trust committee of Georgia Railroad Bank & Trust Co., 
Augusta. 


Trustee under Mortgage 


Dividend Disburser 


“Serving the Individual as well as Corporations” 


Some of spot illustrations on two-page spread in Detroit Wabeek 
Bank & Trust Co, report. 
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EpGcark S. BLoom, former president of 
Western Electric Co., manufacturing sub- 
sidiary of A.T.&T., bequeathed his stock 
and lease relating to his apartment to 
his wife, who is given a cash bequest of 
$100,000 and 50% of the residue of the 
estate. Twenty per cent goes to their 
daughter and 5% each to six relatives, 
the share of any predeceasing legatee to 
go to such persons as constitute, at the 
time of Mr. Bloom’s death, the legatee’s 
distributees. Mrs. Bloom and Manufac- 
turers Trust Co. of New York are named 
executors. 


JOHN M. MCFADDEN, JR., a past presi- 
dent of the New York Cotton Exchange, 
and senior member of the international 
cotton firm of George H. McFadden & 
Brother, founded in 1862, left his col- 
lection of art objects to his wife for 
life, and upon her death to the Philadel- 
phia Museum of Art, with the exception 
of his portrait by Oswald Birley, which 
goes to John H. McFadden, III, if he 
becomes an executive of the firm. The 
executors are directed to reimburse the 
Museum up to $50,000 for expenses in 
removing to it the panelled rooms and 
fixtures of Mr. McFadden’s Tennessee 
home. The will bequeathes: $20,000 to a 
trust set up in 1950 and $450,000 to a 
trust created the day before the will was 
executed last June, to be disposed of in 
accordance with those respective instru- 
ments. The individual named as trustee 
of the earlier trust and J. P. Morgan & 
Co., Inc., trustee of the later, are ap- 
pointed with another individual as ex- 
ecutors and trustees under the will. The 
first individual must serve without com- 
pensation and the second is limited to 


2% of annual income. 


One-half of the value of the adjusted 
gross estate, as fixed by a formula clause, 
is placed in trust for the income benefit 
of Mrs. McFadden who is given a power 
to appoint the principal by will or during 
her lifetime. From a trust of the residue 
of the estate, annuities of $360., $1,000. 
and $2,000. are to be paid annually to 
three persons, any deficiency to be made 
up out of principal. If this trust, which 
is also for Mrs. McFadden’s lifetime 
benefit, ends while annuities are still 
payable, the trustees may purchase re- 
fund or non-refund annuities or set up 
Separate trusts for that purpose. The 
Temainder of the fund passes to the 
Museum. Up to $30,000 of income an- 
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nually is to be used to preserve the 
pictures donated by the testator and his 
father, the rest of the income to ac- 
quire works of art or for other purposes 
decided upon by the Museum. 


FREDERICK S. FALES, former president 
of Standard Oil Co. of New York, left 
all his tangible personal property and 
his residence to his daughter, who will 
also receive the income from the entire 
residue of the estate, which is set up in 
trust with her, another individual and 
City Bank Farmers Trust Co. of New 
York as executors and trustees. Upon her 
death, the income will be paid to her 
adopted son until he attains age 30, at 
which time he will get the principal. The 
trustees are authorized, upon written 
request by the daughter that income is 
insufficient for her support or to meet 
an emergency, to pay her up to 10% 
of the principal in any one year, value 
as of the first of the calendar year. 


DANIEL J. TOBIN, president emeritus 
of the Teamsters Union, A.F.L., ap- 
pointed Indiana National Bank of In- 
dianapolis as sole executor and trustee 
under his will which directed that all 
succession taxes be paid out of the resi- 
due of his estate. After providing several 
small charitable bequests and a legacy 
of $1,000 for a nephew, Mr. Tobin, who 
was long a prominent figure in labor and 
politics, gave his wife all tangible per- 
sonal property and the life income from 
a trust of one-third of the residue, over 
which she has an absolute power of ap- 
pointment by will. She is to receive not 
less than $5,000 per year and the trus- 
tee is authorized to pay her additional 
sums from principal if required in its 
judgment by reason of an emergency or 
undue hardship. The remaining two- 
thirds of the estate is divided outright 
among six children. 


THOMAS N. McCarTER, SR., who found- 
ed and headed for over 40 years the 
Public Service Corp. of New Jersey, one 
of the largest utility companies in the 
country, bequeathed $10,000 to his chauf- 
feur and $5,000 each to two other em- 
ployees whether or not they were in his 
service at the time of his death. A 
legacy of $50,000 goes to a hospital and 
$1,000 each to two daughters-in-law and 
nine grandchildren. One half of the resi- 
due is set up in trust with Fidelity 
Union Trust Co. of Newark to pay Mrs. 
McCarter the income and such portions 


of principal as the trustee deems ad- 
visable or in her best interests for her 
comfort, care, maintenance and support, 
the discretion to be exercised liberally. 
Upon her death, the principal is to pass 
as she directs by will. The other half 
of the estate, which is to bear all death 
taxes, is divided among the testator’s 
living issue, per stirpes. 

Mr. McCarter directed his executors 
— the trust company and his two sons — 
to allocate to the trust the assets held 
by the former in a custodian account 
io the extent required, but not including 
any property which would not qualify for 
the marital deduction. Realizing that a 
substantial portion of his estate would 
consist of stock in the trust company, 
he provided that all decisions respecting 
its sale or retention be made by the 
individual executors without liability to 
the corporate fiduciary for any action 
or inaction on their part. If a sale 
is decided upon, express authority is 
given to sell to directors and officers of 
the trust company. As to other invest- 
ments, Mr. McCarter recommended that 
consideration be given to the retention 
or purchase of tax exempt bonds if in 
the best interests of his wife. 

Other recent corporate fiduciary ap- 
pointments: George B. Case, senior part- 
ner of the internationally known New 
York law firm of White & Case: Bankers 
Trust Co., co-executor and co-trustee; 
Glenn L. Martin, airplane pioneer: Fidu- 
ciary Trust Co. of New York, co-execu- 
tor and co-trustee (largest estate, $14 
million, ever appraised in Baltimore) ; 
Mrs. Gerard Swope, wife of former presi- 
dent of General Electric Co.: Bankers 
Trust Co., New York, co-trustee. 

Henry P. Werner, former board chair- 
man of Best Foods, Inc.: Manufacturers 
& Traders Trust Co., Buffalo, co-executor 
and co-trustee; Glen W. Cole, vice chair- 
man and former president of Corning 
Glass Works: City Bank Farmers Trust 
Co., New York, co-executor, co-trustee. 
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Russian Inheritance Note 


“What about these Russian million- 
aires?” was a question propounded to 
ace reporter Marguerite Higgins in a 
recent U. S. News & World Report in- 
terview, published in Jan. 6 issue. Miss 
Higgins, fresh from a three-month visit 
to Russia, said there are many of them, 
writers particularly, and actors and 
actresses. But she was advised that a 
privileged class could not perpetuate it- 
self “since their money could not make 
money. They can leave everything, with- 
out tax, to anyone they want to.” But 
the rub is that since a Russian cannot 
own a business or productive facilities, 
only one’s personalty and certain in- 
terest in such USSR bonds or savings 
account or rubles as he happens to gar- 
ner, can be transmitted, as can a home. 
(See “Private Estates in Russia,” p. 97 
Aug. ’45 T.&E.) 
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BUSINESS INTERESTS 
(Continued from page 107) 


with respect to common stock. How- 
ever, if the 50% and 80% requirements 
are met, then for the purposes of Sec- 
tion 302(b) (2) any amount of stock of 
some other class, such as non-voting 
preferred stock, may be redeemed from 
the stockholder in the same transaction. 


Another type of redemption which 
may qualify for capital gain treatment 
is where all of the stock of a particular 
stockholder in a 
deemed. 


corporation is re- 

The real complications in the dis- 
proportionate and termination of inter- 
est redemptions come about as the re- 
sult of the attribution of ownership or 
constructive ownership rules in Section 
318. Under this section an individual is 
considered as owning stock owned by 
his spouse, children, grandchildren and 
parents; he is also considered as own- 
ing proportionately stock owned by a 
partnership, estate or trust of which he 
is a member or beneficiary and stock 
owned by a corporation in which he is 
at least a 50% stockholder. Conversely, 
estates, trusts, partnerships and corpora- 
tions are considered to own stock owned 
by the beneficiaries, members and stock- 
holders. 


In the case of disproportionate re- 
demptions all of the constructive owner- 
ship rules apply; however, in termina- 
tion of interest redemptions, the family 
attribution not apply if: 
(1) immediately after the redemption 
the stockholder has no further interest 
in the company as a stockholder, offi- 
cer, director or employee, (2) he does 
not acquire such an interest within 10 
years after the redemption (except by 
inheritance), and (3) he files with the 
Treasury an agreement to notify them 
of any such acquisition. The stockholder 
may retain an interest as a creditor in 
the company. 


rules do 


An exception to the foregoing rules 
provides that the family attribution 
rules will apply, however, if (1) the 
stockholder whose redeemed 
acquired any of the stock within 10 
years prior to the redemption from an- 
other person, the ownership of whose 
stock would, at the time of the re- 
demption, be attributed to him or 
(2) such other person owns stock at 
the time of the redemption which was 
acquired within the 10-year period from 
the stockholder whose stock is re- 
deemed, unless the acquisitions in either 


stock is 
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case were not made for tax avoidance 
purposes. 


The third area in which redemptions 
will be given capital gain treatment is 
in cases where the redemption is not 
essentially equivalent to a dividend. 
Oddly enough, most of the areas in 
which redemptions were held not es- 
sentially equivalent to dividends under 
prior law have been covered in the 
1954. Code by the special rules relating 
to disproportionate and termination of 
interest redemptions or by the partial 
liquidation provisions.'* 


Application of Rules 


Let us take a simple example of a 
corporation with 100 shares of stock 
outstanding, all owned by A. Assuming 
A dies leaving half his stock to his wife 
AW and the other half in a trust for 
his two children, if A’s estate can meet 
the percentage requirements of Section 
303, a limited amount of the stock of 
either AW or the trust or both could 
be redeemed. No substantially dispro- 
portionate redemption could be accom- 
plished since the stock of AW and the 
trust would be attributed to each other 
under the family attribution rules. On 
the other hand, the entire stock inter- 
est of AW could be redeemed if she 
did not have any connection with the 
company as an officer, director or em- 
ployee, and the stock of the trust could 
be redeemed under the termination rules 
since the family attribution rules would 
not apply. 


But, suppose one of the children was 
employed by the company, would this 
require the application of the family 
attribution rules in the redemption of 
the trust stock? Since it is the “distribu- 
tee” who must give up employment in 
the company, it seems unlikely that the 
employment of a beneficiary would be 
attributed to the trust. There is no cer- 
tainty on this point, however, and it 
would seem advisable to obtain an ad- 
vance ruling. 

If A left all of his stock in two trusts, 
a marital-deduction trust for AW and 
a non-marital deduction trust in which 
AW is entitled to the income for life 
with remainder over to the children, 
then it would be virtually impossible to 
redeem the stock of cither trust under 
the termination of interest rules.'® 





ISIRC §§ 331, 346. Some special cases have not 
been covered by these rules such as redemptions of 
stock for the purpose of resale to key employees. 
See Snite, 10 T.C. 533, Aff’d. 177 F. (2d) 819. 


1%Even though the family attribution rules are 
suspended in a termination redemption, the other 
attribution rules are not and the stock of each 
trust would be attributed in part to the other un- 
der the trust-beneficiary rules. IRC § 318(a) (2). 








Colorado’s tallest skyscraper will become the 
home of one of the nation’s larger banking 
institutions, to be formed upon the building’s 
completion in 1958 through the merger of 
the First National Bank of Denver and the 
International Trust Co. The 28-story, $10 
million skyscraper will be known as the 
First National Bank Building. 


Further complications arise where 
there is more than one class of stock 
held by related taxpayers; thus pre- 
ferred stock held by a trust could not 
be redeemed either disproportionately 
or under the termination rules if a 
beneficiary (other than a remote bene- 
ficiary) continued to 


stock in the company. 


own common 


A brief study of these redemption 
rules should be sufficient to convince 
anyone of the necessity of a thorough 
analysis of closely held family corpo- 
ration arrangements in estate planning 
and drafting of wills and trusts. 


(B) Valuation 


In addition to what has been 
regarding valuation of intangibles there 
are certain factors entering into the val- 
uation of corporate stock to which con- 
given, including _ the 
“blockage” rules, voting control of the 
stock to be valued, and the dividend 
history of the company. 


said 


sideration is 


It is necessary to value separately 
each class of stock. This is usually not 
too difficult in cases of conventional 
common and_ preferred stocks. The 
problem arises, however, where there 
are two or more classes of equity stock 
such as Class A and Class B common. 
In addition to reporting requirements, 
such separate values are necessary, {or 
example, in the case of a disproportion- 
ate redemption since in the case of two 
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classes of stock the 50% and 80% rules 
discussed above are based on aggregate 
market value of the shares rather than 
number of shares. 


IV. Buy-Sell Agreements 


A purchase and sale agreement will 
not “peg” the value of the business in- 
terest for estate tax purposes, unless it: 


1. restricts the alienation of the in- 

terest during lifetime; 

provides an adequate considera- 

tion; and, 

3. provides a value which is fair (at 
least when the agreement is 
made). 


bo 


Recent court decisions and Treasury 
rulings have left this question in a 
confused state.*° The latest 
pronouncement by the Treasury is that 
the effect of a buy-sell agreement will 
the 
of the particular agreement. 
decision in 


somewhat 


be governed by all of “circum- 
stances” 
The case! 


makes it quite clear that a mere con- 


the Trammel 


tingent option will not restrict estate 
tax value. Thus it is apparently essen- 
tial that the option be binding on the 
estate to sell, if exercised. Probably a 
definite obligation on the parties to 
buy and sell would be most effective 
where feasible. 

Under the “retirement” type of ar- 
rangement, whereby the insurance pro- 
ceeds are payable directly to the busi- 
ness, either corporation or partnership, 
and the funds are then used to liquidate 
or purchase the decedent’s interest there 
are several distinct disadvantages. For 
example, the survivors will not be en- 
litled to any increase in the basis of 
their respective interests. whereas under 
a cross-purchase plan, the basis of each 
survivor would be increased in accord- 
ance with the amount of the decedent’s 
interest purchased by him. In addition. 
if the insurance is payable directly to 
the business and the agreement contains 
no specific requirement to apply the 
proceeds to purchase the decedent’s in- 
terest, the insurance proceeds are added 
to the other assets of the business for 
valuation purposes, and the value of 
the decedent’s interest is accordingly 
increased.?* Finally under a “retire- 
ment” plan there are the problems of 
liquidation of the decedent’s interest 
which have already heen discussed. 


The “retirement” plan does have the 
advantage of simplicity, and is more 


—— 


: “Trommel Estate, 18 T.C. 662; Gannon Estate, 
“1 T.C. 1073; Lionel Weil Estate, 22 T.C. 1267, 
7 Ruls. 54-76 and 54-77, C.B. 1954-1, pp. 187, 








“"Trammel Estate, supra, note 20. 








“Est. of Atkins, 2 T.C. 332. 
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easily worked out where there are a 
number of people involved. In the case 
of closely held corporations, the pre- 
miums may in most cases be paid out 
of corporate earnings which are not 
taxed as dividends to the stockholders. 


Under the cross-purchase plan, where 
each stockholder or partner takes out 
insurance on the lives of the others, the 
insurance proceeds are eliminated from 
the estate of the decedent just as under 
the arrangement whereby the business 
is the owner-beneficiary. 


Under prior law it was difficult to 
use existing insurance policies to fund 
these agreements, since the proceeds of 
insurance policies transferred for value 
were subject in part to income tax.** 
Under the new Code, however, this rule 
is not applicable to policies transferred 
to the insured, his partner, to a part- 
nership of which he is a member, or to 
a corporation in which he is an officer 
or stockholder.** 


Another arrangement frequently used 
is an agreement whereby insurance is 
made payable directly to the decedent’s 
estate or to a named beneficiary in 
for the decedent 
gives up his right to any interest in 


consideration which 
the business upon his death. Under this 
type of arrangement the insurance pro- 
ceeds are taxable in the estate and the 
is excluded.** Under 
the “purchase” plans described above. 


business interest 
the courts have held that the decedent's 
interest was taxable in his estate, but 
not the insurance proceeds.”° 

Under the plan whereby insurance is 
paid directly to a beneficiary of the 
decedent, and in consideration therefor 
the decedent gives up his interest, the 
business interest has been held not tax- 
able in decedent’s estate since he has 
disposed of it for a valuable considera- 
tion. In this instance, under prior law. 
the insurance was includible under the 
payment of premiums test. However. 
under the 1954 Code that test no longer 
applies. Does this mean that neither 
the business interest nor the insurance 
are taxable in the estate? This result 
seems unlikely since the government 
would undoubtedly contend that the 
disposition of the business interest is a 
testamentary disposition since it does 


not leave decedent’s ownership and 
control until his death.** 

24IRC (1939) § 22(b) (2). 

“IRC § 101(a) (2). 

3John T. H. Mitchell, 37 B.T.A. 1 (aeq. 11/24/ 


47). 
*Est. of Ealy, T.C. Memo., (1951). 


27But cf. Wasserman, supra note 11. 
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Books 











Philanthropic Foundations 


F. EMERSON ANDREWS. Russell Sage Foun- 
dation, 505 Park Ave., New York 22. 459 pp. 
$5.00. 


This excellent and thorough study 
deals with the present position of foun- 
dations, their types, organizations, boards 
of trustees, finances, professional staff, 
methods of operation, grant programs, 
areas of interest, reporting and publicity, 
legal problems and current trends. While 
designed primarily for the assistance of 
existing foundations or those who plan to 
establish one, the volume affords the gen- 
eral public an opportunity to learn more 
of this modern American phenomenon 
which already accounts for assets in ex- 
cess of $7.4 billions. 


The book is conveniently arranged, 
well indexed, and includes forms, sample 
charters, and selections from Internal 
Revenue Code. It draws on Dr. Andrews’ 
nearly 30 years’ experience with foun- 
dations and the legal acumen of Ray 
Garrett, past chairman of the Section 
of Corporation, Banking and Business 
Law of the American Bar Association, 
who reviewed the text in its legal aspects. 


Collectivism on the Campus 


E. MERRILL ROOT. Devin-Adair Co., 23 E. 
26th St., New York 10. 403 pp. $5.00. 


The author has done a scholarly job 
of gathering evidence on the impact of 
communism upon the professors and 
students in American colleges and uni- 
versities. The data are precise, with 
names, dates and places, and originate 
from the author’s personal  experi- 
ence, from articles appearing in the pub- 
lic press, and (chiefly) from sworn testi- 
mony in various official hearings. 


The book is valuable to parents, 
teachers and those serving on boards of 
trustees first for making clear the im- 
portance of this issue and second for 
revealing the methods by which the com- 
munists and fellow travelers work in the 
educational field. 


How to Win the Conference 


WILLIAM D. ELLIS and FRANK SIEDEL. 
Prentice Hall, Inc., Englewood Cliffs, N. J. 
214 pp. $3.95. 

The authors have made an exhaustive 
analysis of the working of mind upon 
mind in various kinds of “conference.” 
They stress the recognition of even per- 
sonal conversations or telephone calls in 
business as a form of “conference,” and 
discuss how to deal with superiors, sub- 
ordinates and others in order to get 
things done and to gain cooperation and 













































prestige. The book is notable for the 
number and quality of the actual in- 
stances cited as illustrations of the 
authors’ points. 


This volume offers the executive a con- 
venient method of personal review and 
possible improvement by periodic check of 
his own performance compared with its 
recommendations. 


ARTICLES 


Income, Estate and Gift Tax Problems 
in Planning Family Trusts under 1954 
I.R.C., by John W. Ervin: Southern Cali- 
fornia Law Review, Dec. 1955 (Uni- 
versity Park, Los Angeles 7; $1.50) 


The Proper Fee (for attorneys in pro- 
bate matters), by Paul B. Sargent: JIli- 
nois Bar Journal, Dec. 1955 (424 S. Sec- 
ond St., Springfield; $1) 


Inheritance Taxation in Illinois ot 
Powers of Appointment upon Donee’s 
Death, by Frederick O. Dicus and James 
Zartman: Ibid. 


Solicitors’ Fees in Will Construction 
Suits, by Alice M. Bright: Ibid. 


Three Aspects of Tax Protection Given 
Life Insurance, by John D. Cunnion: 
Journal of Chartered Life Underwriters, 
Winter 1955 (3924 Walnut St., Phila- 
delphia 4; $1.50) 


Retaining Control Through “303” Re- 
demptions, by Paul Brower: /bid. 


Key Man Insurance, by Joseph D. Her- 
ring: Ibid. 

Substituting a Trust for A Will, Com- 
ment: Mississippi Law Journal, Dec. 
1955 (University, Miss.; $1.50) 


Flexible Restraints on Testamentary 
Freedom—A Report on Decedent’s Fam- 
ily Maintenance Legislation, by Joseph 
Laufer: Harvard Law Review, Dec. 1955 
(Gannett House, Cambridge, Mass.; 
$1.25) 


Annual Survey of North Carolina Case 
Law on Future Interests, Trusts, Wills 
and Administration: North Carolina Law 
Review, Dec. 1955 (Chapel Hill; $1.25) 


Work of Missouri Supreme Court for 
1954 in Property, by William L. Eck- 
hardt: Missouri Law Review, Nov. 1955 
(Columbia; $1) 


Wills, Trusts and Estates in Tennes- 
see, by William J. Bowe: Vanderbilt Law 
Review (Nashville 5; $2) 


Kentucky Developments in 1954 in 
Personal and Real Property, Future In- 
terests and Trusts, by W. L. Matthews, 
Jr.: Kentucky Law Journal, Winter 1955 
(Lexington; $2) 


1955 Survey of New York Law (Fu- 
ture Interests, by Bertel M. Sparks; 
Trusts and Administration, by Russell 
D. Niles; Succession, by Gardner Crom- 
well and Kenneth M. Stark); N. Y. U. 
Law Review, Dec. 1955 (Washington Sq. 
So., New York 3; $3) 
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ESTATE TAX 


Valuation of stock where number of 
trading transactions are few. Decedent 
was owner of about 19% of outstand- 
ing stock of small bank. Very little trad- 
ing of stock was done, although publi- 
cation of limited distribution carried 
“hid and asked” quotations on it. These 
generally conformed to prices at which 
stock sold. Because of low earnings, 
bank had been carrying on secret nego- 
tiations with other large banks on pos- 
sibility of merger. Three months after 
valuation date for estate tax, bank 
merged with another bank and value of 
stock nearly doubled. Executors used 
value of “bid and asked” quotations on 
estate tax return. Commissioner assessed 
deficiency based upon higher’ value 
after merger. 


HELD: For estate. “Bid and asked” 
quotations corresponded to market and 
were properly used as basis of value. 
Facts which might indicate merger of 
small bank with larger bank in like 
circumstances were open to public and 
it must be therefore assumed that such 
facts were taken into account in quo- 
tations. At valuation date, negotiations 
for merger had broken down and pos- 
sibility of its taking place was remote. 


Est. of Prentice v. Comm., 14 T.C.M. 
1956-3, Jan. 10, 1956. 
Charitable deduction for residuary 


gift to charity allowed where possibility 
of depletion of corpus is remote. Dece- 
dent bequeathed residue of estate to two 
trusts, remainder to charity. Certain 
amount was to be paid to two sisters for 
life and much smaller amount to cousin 
until death of survivor of sisters. Also 
certain other expenses in connection with 
residence devised to sisters and medical 
expenses were to be paid from trust. 
Upon decedent’s death, only one sister 
was living. Decedent on deathbed en- 
tered into agreement with cousin that 
if she would come to live with sister, 
he would pay her amount she was los- 
ing as result of leaving her job. Trus- 
tees went into state court for determin- 
ation of rights of respective parties. 
Court was very liberal, but amount al- 
lowed was far below income of trust. 
Executors claimed charitable deduction 
for residue of estate. 
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FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 


Foosaner, Saiber & Schlesinger, Newark, New Jersey 


HELD: For taxpayer. Under facts 
it was “as certain as human affairs can 
be made certain that charity will re- 
ceive the entire corpus of the estate.” 
Charitable deduction is allowable where 
estate is vested in charity at decedent’s 
death and can only be defeated by hap- 
pening of event which then appears 
highly improbable. Here possibility that 
corpus would be depleted by expenses 
authorized by state court was very re- 
mote. Bowers v. South Carolina Nation- 
al Bank, 4th Cir., Dec. 14, 1955. 


Charitable remainder held not deduct- 
ible by estate. Decedent created testa- 
mentary trust giving sister income for 
life with remainder to charity. He gave 
trustee “power to make payments in 
its discretion of amounts from the prin- 
cipal to my said sister, if in its opin- 
ion it shall deem wise.” Commissioner 
disallowed deduction taken for charitable 
remainder. 


HELD: For Commissioner. Inasmuch 
as there was no limitation upon power 
of invasion, trust corpus might be de- 
pleted. Court ruled that no charitable 
deduction was allowable in spite of fact 
that life tenant was a frugal person and 
that her income from trust and from 
other sources had always proved sub- 
stantially more than enough for her 
simple needs. Moreover, after District 
Court had rendered opinion trustee ob- 
tained state probate court decree hold- 
ing that funds could only be used to 
support sister in manner in which she 
had been living at decedent’s death. 
Even this limitation the court held was 
not specific enough. Third National Bank 
and Trust Co. v. United States, 1st Cir., 
Jan. 3, 1956. 


Testamentary disposition conditioned 
upon wife’s surviving date of distribu- 
tion of estate does not qualify for mari- 
tal deduction. Decedent left property to 
wife provided she survived date of dis- 
tribution of estate. Wife did in fact sur- 
vive that date and estate claimed marital 
deduction for value of interest passing 
to wife. Commissioner held interest term- 
inable and disallowed deduction. 


HELD: For Commissioner. Estate is 
not entitled to. marital deduction since 
there was no certainty that spouse’s 
interest would become absolute within 


six months of decedent’s death as re- 
quired by Section 812(e) (1) (f) of 1939 
Code, (Section 2056(b) of 1954 Code). 
Est. of Street v. Comm., 25 T.C. No. 81, 
Dec. 30, 1955. 


Marital deduction to be reduced by 
Federal estate taxes. Decedent, after 
making certain specific and general be- 
quests in his will, directed that one-half 
of residue of estate be held in trust for 
wife. This half qualified for marital de- 
duction. He further directed that “all 
legacies, bequests and devises by this my 
last Will and Testament created shall 
be free from any legacy, succession, 
transfer, estate or inheritance tax and 


that every such tax shall be paid out of 


the principal of my estate.” Marital de- 
duction was claimed for full value of 
residuary trust to decedent’s wife with- 
out reduction for any part of Federal 
estate tax chargeable to decedent’s es- 
tate. Commissioner reduced marital de- 
duction by attributing portion of estate 
taxes to marital share. 


HELD: For Commissioner. Taxpayer 
argued that inasmuch as decedent’s di- 
rections concerning taxes were ambigu- 
ous and_ self-contradictory, residuary 
trust in question, being entitled to an 
exemption under state taxing staute, 
passed free of all taxes. However, phrase 
“principal of my estate” is clear direc- 
tion against statutory apportionment. 
Decedent intended all taxes to be paid 
from main body of estate before distri- 
bution to any of beneficiaries. Est. of 
Juster v. Comm., 25 T.C. No. 80, Dec. 
30, 1955. 


INCOME TAX 


Pension trust does not lose qualified 
status where terminated for business 
necessity. Qualified pension trust adopt- 
ed in 1943 was operated through 1949 
in accordance with its terms and pur- 
pose for exclusive benefit of employees. 
During this period directors and man- 
agement of company were advised and 
believed that amount of company’s an- 
nual contribution was subject to its con- 
trol by means of fixing percentage of 
total annual premium to be paid by 
company. In this manner its contribu- 
tion was not to substantially exceed 
$7,500 in any one year. Late in 1949 
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insurance carrier advised that current 
premium to carry plan would amount 
to $12,386. In addition directors and 
management were informed for first 
time that right to vary company’s per- 
centage of annual premium could be 
challenged and that Commissioner 
would contest it. Thereupon, company 
carefully re-examined its position with 
respect to Plan and in view of substan- 
tial reduction in gross revenue for 1949 
decided to terminate Plan. Internal Rev- 
enue Service ruled that termination re- 
sulted in loss of qualification of Plan 
and exempt status of Trust. Company 
paid deficiency asserted on basis of dis- 
allowance of prior years’ premium de- 
ductions and brought suit for refund. 


HELD: For taxpayer. Plan was from 
inception bona fide and permanent pro- 
gram for exclusive benefit of employees. 
Termination was occasioned by business 
necessity. Therefore, Plan did not lose 
its qualified status by reason of its 
termination. Ingram & Co. v. Riddell, 
D.C.S.D. Calif., Nov. 29, 1955. 


GIFT TAX 


Gift incomplete without proper delive- 
ry. During each of years 1943 through 
1949, taxpayer made entries in his per- 
manent and daily ledger account of gifts 
of $3,000 to each of his daughters. There 
was no transfer of stock or other prop- 
erty until 1950 when he transferred 
stock in amount of accumulated credits. 
Commissioner asserted deficiency based 
upon taxable gift in 1950, and 25% pen- 
alty for failure to file return. 


HELD: For Commissioner. Entries in 
ledger sheets for 1943 through 1949 did 
not constitute valid and effective gifts, 
because of failure of proper delivery 





of subject matter of gift. There was no 
relinquishment of dominion and control 
which is necessary to effectuate valid 
gift. Gift was complete and taxable in 
1950. 


Burden to excuse failure to file is on 
taxpayer. No evidence was produced to 
show donor relied upon advice of coun- 
sel sought and received in good faith. 
There was no “reasonable cause” for 
failure to file. Hence 25% penalty at- 
taches. Woolsey v. United States, D.C. 
N.D. N. Y., Sept. 30, 1955. 


REVENUE RULINGS 


Deficiencies in Federal income tax de- 
ductible by estate. Certain deficiencies 
were assessed against decedent resulting 
from Commissioner’s refusal to recognize 
decedent’s minor son as member of al- 
leged family partnership. Over-assess- 
ments of tax were credited to son. Son’s 
guardian did not consent to crediting 
overassessments to estate nor was any 
part loaned or used for benefit of estate. 
No transferee liability of son for defici- 
encies was asserted. 


Service holds that value of gross es- 
tate includes value of all property to 
extent of decedent’s interest therein at 
time of death and also encompasses valid 
claims against others. Here no claim of 
estate against son or guardian exists 
or is asserted. Therefore, full amount of 
income taxes of decedent assessed 
against estate and paid out of estate 
assets is deductible. Rev. Rul. 56-6, I.R.B. 
1956-2, p. 6. 


income Tax: Dividend exclusion lim- 
ited to $50 where taxpayer receives div- 
idends from stock owned individually by 
him and from stock held by estate. In- 
come of taxpayer included dividends re- 
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ceived from domestic corporations and 
distributed income from estate of de- 
ceased wife. Greater part of estate in- 
come consisted of dividends from its 
holdings of stock in domestic corpora- 
tions. 


Service rules that taxpayer is entitled 
to exclude from income dividends from 
domestic corporations only to extent 
such dividends do not exceed $50.00. Di- 
vidend income received from estate re- 
tains same character in hands of bene- 
ficiary as in estate. However, both 
sources are to be taken into account in 
computing dividend credit allowance. 
Rev. Rul. 55-728, I.R.B. 1955-51, p. 8. 


Income Tax: Information required 
from qualified employees’ trusts estab- 
lished by tax-exempt organizations. P. S. 
No. 17 requires tax-exempt organizations 
to file complete information upon quali- 
fying employees’ pension plans, even 
though charitable corporations have no 
need for income tax deductions based on 
their contributions. Sections 39.165-1(c) 
and 39.23(p)-2 of Regulations 118 speci- 
fy certain information to be filed an- 
nually by such organizations. However, 
latter section of Regulations gives Com- 
missioner authority to waive filing of 
any information which, in his opinion, 
is unnecessary in certain cases. 


Service rules that since tax-exempt 
organizations have no occasion to claim 
deductions for contributions paid annu- 
ally, information required need only in- 
clude latest financial statements 
ing assets, liabilities, receipts and dis- 
bursements of trust and such informa- 
tion relating to any change in plans or 
operation. For those years to which 
1954 Code is applicable information is 
to be filed on Form 990-P, except to ex- 
tent that some of information called for 
on form may not be required under regu- 
lations to be promulgated under Section 
6033 of 1954 Code. Rev. Rul. 
I.R.B. 1955-52, p. 38. 


show- 


55-758 


Us 


Estate Tax: Property passing to re- 
ligious order upon beneficiary’s renun- 
ciation of interest does not result in 
charitable deduction. Decedent bequeath- 
ed certain interest to son who subs2quent- 
ly entered religious order which re- 
quired renunciation of all property rights 
in favor of order. Property passed to re- 
ligious order upon decedent’s death. 


Service holds that value of property 
is not deductible from gross estate as 
transfer for public, charitable or religi- 
ous uses since it passed by virtue of 
son’s contractual agreement w'th order 
and not by way of bequest or devise 
under will. Rev. Rul. 55-759, I.R.B. 1955- 
52, p. 39. Rev. Rul. 55-760 holds that 
where decedent died intestate under cir- 
cumstances similar to those in Rev. Rul. 
55-759 no charitable deduction is allow- 
able. 
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Deviation 


CHARITABLE ‘TRUSTS 
from Purposes Enjoined — Dura- 
tion of Misconstruction Irrelevant 


Texas—Court of Civil Appeals 


Buchanan Foundation v. Shepperd, 283 S.W. 
2d 325. 


William Buchanan created a charitable 
Foundation in 1923 with a gift of 
$1,000,000. By the provisions of the trust 
instrument, its purpose was “to create 
and endow a charitable enterprise ... 
in the City of Texarkana, Texas, ... 
for charitable purposes and for the al- 
leviation of suffering and distress” which 
could expend its funds through agencies 
already in existence or through agencies 
established by the Foundation. The para- 
graph stating the charitable purposes of 
the Foundation ended with this direc- 
tive: “The Trust Fund and the income 
therefrom shall be administered in Bowie 
County, Texas, but for the benefit not 
only of the citizens or residents of said 
county, but also for the benefit of the 
citizens or residents of adjoining coun- 
ties, as well as for the benefit of such 
other persons as in the judgment of the 
Trustees should receive the benefits of 
the activities or institutions established 
hereunder. 


In the next paragraph the trustor gave 
his suggestions as to how most of the 
trust fund might be employed, emphasiz- 
ing however that such suggestions were 
not to be binding on the trustees. His 
idea was that the fund be used “. . . in 
some concentrated charitable enterprise 
of broad usefulness, such as the establ- 
lishment and maintenance of a children’s 
hospital and clinic or some other chari- 
table institution or institutions of a 
kindred nature.” 


Suit was brought by the Attorney Gen- 
eral of Texas for declaratory judgment 
to determine the beneficiaries of the 
Foundation. 


HELD: The intention of the trustor 
as set forth above is unambiguous. The 
Court enjoined The Foundation from ful- 
filling commitments for research in chil- 
dren’s diseases of $500,000 to the Uni- 
versity of Arkansas and of $38,000 to the 
University of Texas and forbade the 
Trustees from otherwise deviating from 


the intention of the trustor as above set 
out, 


Although the trustees had been to some 
extent misconstruing the purposes of the 
Foundation for 30 years, no length of 
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diversion from the plain provisions of a 
charitable trust will prevent restoration 
to its true purpose. 


CHARITABLE TRUSTS — Exclusion of 
Negroes under Girard Will Upheld 


Pennsylvania—Orphans’ Court 
Philadelphia County 
1885, No. 


Girard Estate, July Term, 10; de- 


cided Jan. 6, 1956. 

The will of Stephen Girard who died 
December 31, 1831, set up among other 
things a trust of his residuary estate 
for the establishment of a school for 
the maintenance and education of a class 
between the ages of six and eighteen, 
consisting of poor white male orphans, 
and appointed the City of Philadelphia 
as trustee. Other charitable provisions 
did not have any color limitations. 


The Board of Directors of City Trusts 
refused to admit a negro applicant age 
8 who was otherwise qualified to Girard 
College, as the establishment is now 
called, for the reason that he was not 
white. His mother filed a petition on his 
behalf to the Orphans’ Court asking for 
a review of the action of the Board. 


Testimony was taken relating to the 
changes and developments in social and 
educational policies since 1831. Testi- 
mony was given by the Board concern- 
ing the training given the students and 
the uniformly high record of accomplish- 
ment of the graduates. From time to 
time statutes of the State and ordi- 


nances of the City have expedited the 
administration of the trust. The Treas- 
urer of the Trust is the City Treasurer 
and its auditor is the City Comptroller. 

The main issues before the Court were 
whether the Trust could be better ac- 
complished by nonsegregation policies 
and whether the administration of the 
trust was “State action” or a private or 
individual function of the City, for if 
the former, then the 14th amendment of 
the Federal Constitution was violated 
by the discrimination against nonwhites. 
The hearing judge dismissed the peti- 
tion and the petitioners filed exceptions 
which were heard by the Court en banc. 


HELD: Exceptions dismissed. Stephen 
Girard had a sacred right to dispose of 
his property as he saw fit. There is no 
limit to the kinds of valid charitable 
trusts that may be selected by a testa- 
tor. The paramount intention of Girard 
was to segregate the students not only 
from nonwhites but also from girls, 
their homes, their natural guardians, 
from clergymen and the public at large 
and his intention is well expressed in a 
will that is a model of draftsmanship 
and has withstood formidable attacks. 
If the City cannot serve as Trustee of 
a trust for this purpose a substituted 
trustee can be appointed. However, the 
validity of the trust and the right of the 
City to serve have already been upheld. 

Girard College is a private institution 
supported solely by the funds of Girard’s 
estate. It is not a publicly financed or 
publicly maintained school. The City 
does not provide anyone with the oppor- 
tunity to attend Girard College. It acts 
for Girard to carry out his intent; its 
possession is that of Girard. It exer- 
cises Girard’s power of selection when 
it excludes nonwhites from the College 
and is not applying any state law, policy 
or power. Consequently, the operation 
of the school is not “State action” with- 
in the meaning of the 14th Amendment. 
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Girard’s will and Girard College are 
the bedrock of charitable trust law in 
the United States. This should not now 
be overturned. “Poor white male or- 
phans” means today as yesterday ex- 
actly what it says. 


DISTRIBUTION — Constructive Trust 
Imposed on One-Half Interest in 
Property Acquired by Survivorship 
by Murderer 


Illinois—Supreme Court 
Bradley v. Fox, 7 Ill. 2d 106. 


The defendant murdered his wife. This 
was a suit by the wife’s administrator 
brought to impose a constructive trust 
on property formerly owned by the de- 
fendant and his wife as joint tenants. 
Apparently both joint tenants contributed 
to the purchase price, but the proportion 
of their contributions is not stated. 


HELD: A constructive trust is im- 
posed on an undivided one-half interest 
in the property. The defendant’s act of 
murdering the other joint tenant is 
treated as a severance of the joint ten- 
ancy which extinguishes the right of sur- 
vivorship. This result does not violate 
the constitutional provision against cor- 
ruption of blood or forfeiture of estate 
because the defendant was not sole legal 
owner of the entire estate prior to the 
murder. 


The Court referred to life insurance 
cases and to the Illinois statute of descent 
as authority for the policy against al- 
lowing a wrongdoer to profit by his 
wrong. 


DISTRIBUTION — Right of Represen- 
tation Does Not Extend to Cousins 


Wisconsin—Supreme Court 
Estate of Szaczywka, 270 Wis. 238. 


Decedent died intestate and was sur- 
vived by one first cousin and four sec- 
ond cousins. The first cousin claimed 
that he was entitled to the entire estate. 
However, the second cousins claimed 
that by right of representation they 
were entitled to the share their parent 
(decedent’s first cousin) would have 
taken had he survived. Sections 2387.01 
(1) and (3) of the Wisconsin Statutes 
specifically provide that an intestate’s 
issue and the issue of an intestate’s de- 
ceased brothers and sisters shall inherit 


by right of representation. However, 
Section 237.01(4) Wisconsin Statutes 
provides: “If the intestate leaves no 
lawful issue, widow, widower, father, 


mother, brother, nor sister, the estate 
shall descend to the intestate’s next of 
kin in equal degree... ” 


HELD: The right to inherit by repre- 
sentation is limited by statute to de- 
grees of consanguinity not including 
cousins. By omitting to provide for suc- 
cession by right of representation in 
Section 237.01(4) the Legislature has 
indicated its intention that only the de- 
ceased’s next of kin in equal degree are 
to share in his estate. Under the rules 
for determining degrees of kinship, a 
first cousin is one degree nearer of kin 
than is a first cousin’s child. Therefore, 
decedent’s first cousin is entitled to in- 
herit the estate to the exclusion of dece- 
dent’s second cousins. 


Estate of Szaczywka, 270 Wis. 238. 


FIDUCIARIES— Appointment not Sub- 
ject to Collateral Attack 


Missouri—Supreme Court, Div. 1 


Moffett v. Commerce Trust Company, 283 S.W. 
2d 591. 


Two brothers were engaged in business 
as partners. One of them died. The sur- 















COMPLETE 












TRUST SERVICES FOR IOWA 


We invite you to use the complete facilities of our experienced 
trust department to fulfill your fiduciary needs in Iowa. 


eTOwA-DES MOINES 
NATIONAL BANK 


Member Federal Deposit Insurance Corporation 





Des Moines, Iowa e Founded 1868 














“It's a genuine Roger Babson!” 





viving brother was named executor in 
the will of deceased, with defendant trust 
company being named as alternate ex- 
ecutor. The surviving brother was given 
letters as executor. Later he was re- 
moved on the ground of conflicting inter- 
ests, and defendant was appointed to ad- 
minister both the estate of the deceased 
and the partnership estate. Litigation 
over the rights of various parties in these 
estates continued for many years in Kan- 
sas, Missouri and the Federal Courts. The 
surviving brother also died and plaintiff, 
his wife, became the executor of his 
estate. 


Plaintiff brought this suit for damages 
against defendant, alleging that de- 
fendant was a party to a conspiracy to 
fraudulently make use of legal proceed- 
ings to injure plaintiff and her testator. 
The trial court dismissed the petition for 
failure to state a cause of action. Plain- 
tiff appealed. Among her many conten- 
tions were claims that defendant was 
guilty of maintenance, that defendant un- 
lawfully practiced law, and that de- 
fendant represented conflicting interests. 


HELD: Affirmed. As the lawfully 
authorized executor, and administrator 
of the partnership estates, defendant had 
not only the right but the duty to collect 
debts due it and to prosecute suits in 
favor of the estate for that purpose. With 
such authority and duty, it could not be 
guilty of maintenance or unlawful con- 
spiracy to maintain such actions. 


While the allegations about defendant 
practicing law in preparing the will 
might have been grounds for refusing 
to appoint defendant, or for a revocation 
of its letters, they were not an absolute 
disqualification so as to make defendant’s 
appointment absolutely void. 


Similarly, the claim that defendant 
represented conflicting interests might 
have been a ground for refusal of ap- 
pointment or revocation of letters, but 
it was not an absolute disqualification 
so as to make defendant’s appointment 
absolutely void. This being so, a collateral 
attack on the appointment could not be 
sustained. 
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FipuCIARIES — Divided Loyalty — 
Voidable Sales of Stock 


New York—Surrogate’s Court, Suffolk County 
Matter of Krabbe, N.Y.L.J., Jan. 5, 1956 


The intestate owned about 1/10th of 
the outstanding shares of stock of a 
bank; there were 70 other stockholders. 
Asked by the Public Administrator who 
administered the estate for information 
about the stock, the Public Administra- 
tor’s attorney and the president of the 
bank told the Public Administrator that 
$300 per share was a fair price. There- 
after, the Public Administrator author- 
ized the bank president to sell the stock 
at $300, despite the fact that the book 
value was then $350. The shares were 
sold, through the bank, at $300 to the 
bank president’s wife, to the attorney 
for the Public Administrator, to the 
wife of said attorney, to several direc- 
tors and employees of the bank, and to 
a few of its stockholders and friends. 


Eight months after the last share 
owned by the estate was sold, there was 
declared a stock dividend of 12-2/3%, 
plus stock rights of 1/6 of one share, 
for each share held; and the capital was 
increased from $150,000 to $200,000. Nine 
months later the stock was split 10 for 1 
and the price of the old shares jumped 
to $650 and by the time the objections 
had been filed to $758. The attorney for 
the Public Administrator and the attor- 
ney’s wife returned to the estate the 
shares purchased by them, maintaining 
that their purchase was in good faith, 
for what the attorney then considered 
to be the fair value, and that by return- 
ing the stock he sought to avoid any 
possible criticism. The court observed 
that the Public Administrator was ex- 
tremely ill at the time of the sales and 
did not know who were the purchasers 
(although his attorney knew). The court 
also noted that no corporate minutes 
were submitted to show when the stock 
split and dividends were initially consid- 
ered; that the court had not been asked 
for instructions; that appraisers were 
hired and paid (without the court’s 
knowledge); and that no appraisal or 
inventory was filed. [Editor’s Note: the 
New York statutory provisions for ap- 
pointing appraisers and filing inventor- 
ies are ignored in practice throughout 
the state.] 

HELD: The bank made the sales as 
agent for the Public Administrator and 
thus stood in a fiduciary capacity toward 
the estate. The bank (including its stock- 
holders, directors and employees) was 
under a duty to forego any advantage 
and to make the sale solely for the ad- 
vantage of the estate. 


[Editor’s note: for criticism of appli- 
cations of this doctrine in same situation, 
see Niles, The Dividend Loyalty Rule, 
91 Trusts and Estates, 734 (October, 
1952) .] 
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The sales to any authorized director, 
stockholder or employee of the bank— 
or to a spouse of any such group—were 
held improper and voidable. Such pur- 
chasers were admonished to heed the 
example of the Public Administrator’s 
attorney, who returned the stock pur- 
chased by him and his wife. The Public 
Administrator’s successor was instructed 
to rescind the voidable sales. 


FIDUCIARIES — Power of Court to 
Remove Administrator for Cause 
Not Specified by Statute 

United States—Court of Appeals 
District of Columbia Circuit 
Randall v. Bockhorst, No. 12,769, decided Jan. 
5, 1956. 
Decedent died on March 17, 1954, and 
on June 23, 1954, letters of administra- 
tion were granted to a sister upon the 


allegation contained in the petition that 


decedent and his wife were divorced at 
the time of his death. Subsequently, the 
widow of decedent established that no 
divorce had ever taken place, although 
the parties had been separated since 1938. 
A marital status having been established, 
the Court removed Appellant as admin- 
istratrix of the estate and appointed his 
widow as administratrix de bonis non. As 
the basis for its order, the Court recited 
that letters of administration had been 
issued to the sister because of a mis- 
statement in her petition or a miscon- 
ception by the Court of the true facts. On 
appeal, the sister contended that the 
Court did not have jurisdiction to revoke 
her letters because it was a cause not 
specified by statute. 


HELD: In the District of Columbia an 
administrator may be removed because 
the original appointment was due to a 


TO SERVE YOU 


misconception by the appointing Court 
of material facts, which misconception 
arose from a misstatement by the re- 
moved administrator. It was not unrea- 
sonable for the lower Court to conclude 
that except for the misstatement and 
consequent misconception as to the mar- 
ital status of the deceased and appellee a 
different disposition originally would 
have been made by the Court. 


The appointment of the widow as ad- 
ministratrix de bonis non was reversed 
on different grounds and remanded for 
further consideration. 


FIDUCIARIES Less Than All of 
Multiple Trustees May Appeal 


California—District Court of Appeal 
138 A.C.A. 120 (Dec. 21, 


Stanton v. Preis, 


1955). 


Certain beneficiaries of a testamen- 
tary trust, one of them a co-trustee, 
instituted a proceeding to modify the 
terms of the trust by removing invest- 
ment limitations and adopting the pru- 
dent man rule. All present beneficiaries 
and the presumptive contingent remain- 
dermen consented to the modification. 
The corporate trustee appealed, claim- 
ing the evidence showed no sufficient 
basis for deviation. The individual trus- 
tee moved to dismiss the appeal because 
both trustees did not join in the appeal, 
contending that Civil Code Section 2268 
requiring co-trustees to “unite in any 
act to bind the trust property” applied. 


HELD: Civil Code Section 2268 does 
not apply. The corporate trustee had a 
right of appeal regardless of non-joinder 
of the other trustee. (Case is considered 
one of first impression in California.) 
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LirE TENANT & REMAINDERMAN — 
Former Entitled to Possession Sub- 
ject to Guarantees in Favor of Lat- 
ter 

Mississippi— Supreme Court 
Estate of Sims v. Frith, 83 So. 2d 93. 


Will provided in part: “I give and be- 
queath to Sister, Oma Sims, during her 
natural life, the use and usufruct of all 
the property I die possessed of, real, 
personal and mixed, and wheresoever 
situated, and dispense her from giving 
bond and security. I give to my sisters, 
Pattie Sims Fly and Maggie Sims Wat- 
kins, or their heirs, all the property I 
die possessed of, subject to the use and 
usufruct thereon in favor of my sister, 
Oma Sims, as above set forth. . .” 

The estate included a promissory note, 
which was subsequently collected, and 
two bank deposits. There were two ques- 
tions before the Court: (1) What estate 
was vested in Oma Sims by the will; and 
(2) whether the will vested in Oma Sims 
the right of physical possession and con- 
trol of the corpus of the estate? 

HELD: (1) The will only vested in 
Oma Sims the income and usufruct of 
the personal property during her life- 
time. 


(2) The will vested in Oma Sims the 
right of physical possession and control 
of the corpus of the estate, subject to 
the rights of the remaindermen who could 
ask the Court to impose restrictions and 
guarantees on Oma Sims’ possession to 
prevent dissipation of the corpus to the 
remaindermen. 


PERPETUITIES — Power to Lease Did 
Not Affect Vesting 


Kansas—Supreme Court 
In re Estate of Swingle, 178 Kans. 529. 





Paragraph V1 of the will devised cer- 
tain described property to testatrix’s 
daughter, Edna, “subject, however, to a 
special provision hereinafter set forth 
in this will concerning all oil, gas and 
other minerals upon and under the same.” 

Paragraph VII gave other property to 
a trustee for daughter, Stella, subject to 
a similar provision; ‘and, upon the death 
of said Stella K. Swingle any residue and 
remainder of said property then held 
by said trustee I devise and bequeath unto 
Edna L. Swingle, Paul J. Swingle and 
Wilbur W. Swingle, or the survivor or 
survivors of them. 

Paragraph VIII bequeathed to Edna 
and the trustee for Stella, the power to 
execute leases for oil, gas and other 
minerals, all rentals and bonuses thereof 
equally to Edna and the trustee; “pro- 
vided, however, oil, gas or other minerals 
are produced on said lands, in that case 
the income from such production shall be 
divided”: one-half to Edna, one-fourth 
to the trustee for Stella and one-fourth 
to Paul. 


Edna contended that the provision in 
italics created a joint tenancy with the 
right of survivorship in Edna, Paul and 
Wilbur, and that now, following Paul’s 
death, Edna and Wilbur own the land 
devised in paragraph VII as joint tenants 
with right of survivorship. 

It was also contended that paragraph 
VIII violated the rule against perpetui- 
ties in that oil, gas and other minerals 
may never be produced from the proper- 
ties in question, and therefore the division 
of the proceeds therefrom might well be 
beyond the time limit prescribed by the 
rule. 


HELD: The property in question was 
held as tenants in common in fee simple. 
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The rule against perpetuities was not 
violated. The property vested by para- 
graph VI vested upon the death of the 
testatrix and no question or doubt then 
existed under the provisions of paragraph 
VIII as to the right of designated partie; 
to receive the proceeds from oil, gas and 
other minerals. 


SPOUSE’s RIGHTS — Dower Interest 
not Reduced by Decedent’s Debt 
Florida—Supreme Court 

In the Matter of the Estate of Payne, 83 So. 

2d 109. 

Decedent sold his 55% interest in an 
insurance partnership to his former 
partners. The agreement required each 
purchaser to make a cash down pay- 
ment for his share and to pay the bal- 
ance in monthly installments. The same 
agreement acknowledged that the dece- 
dent was indebted to the new partner- 
ship in the amount of $12,500. The de- 
cedent agreed that during his lifetime 
he would pay the new partnership $100 
per month until the debt was satisfied 
and further that in the event of his 
death before the debt was paid the 
unpaid balance would be immediately 
due and payable and be secured by a 
lien in the nature of a “charge or offset” 
against all sums due the decedent from 
the three purchasers individually. The 
decedent’s wife was not a partner to 
the agreement. 


Upon his death, he was indebted to 
the partnership in excess of $10,000 and 
the balance due decedent from the three 
partners on account of the purchase 
price of his partnership interest was in 
excess of $23,000. The widow elected to 
take dower and asserted a claim to 
one-third of the gross amount due by 
the three partners without offset or 
diminution by reason of the amount due 
by decedent to the partnership. The 
Probate Court held that the widow was 
only entitled to one-third of the net 
amount due decedent after his debt to 
the partnership had been deducted from 
the partners’ debt to him. 


HELD: The dower interest of a widow 
under the Florida statute is required to 
be “free from all liability for.the debts 
of the decedent.’”’ The lien created by 
the agreement in which the widow did 
not join was ineffective to defeat the 
statutory exemption which was a part 
of her right of dower. 


TAXATION — Estate & Inheritance — 
Clause Nullifying Apportionment 
Statute Does Not Affect Property 
Disposed of by Beneficiary of Pow- 
er of Appointment 


Connecticut—Supreme Court of Errors 


Union & New Haven Trust Co. 
116 A. 2d 908. 


Testator divided his estate into two 
equal parts, establishing Trust A for his 
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wife and conferring upon her a power 
of appointment, and Trust B for chari- 
ties. He directed that all taxes assessed 
against his estate should be paid out of 
Trust B and should not be apportioned 
among or charged against any benefi- 
ciaries or other recipients of his property. 


The widow exercised the power of ap- 
pointment in favor of her nieces and 
nephews by a new will executed after 
the death of her husband and died be- 
fore the settlement of her husband’s 
estate and before the trust funds were 
set up. By reason of the exercise of the 
power of appointment federal estate 
taxes of approximately $271,000 were as- 
sessed against the estate of the widow. 


The persons in whose favor the power 
of appointment was exercised raised the 
question as to whether or not the said 
estate tax should be payable out of 
Trust B. 


HELD: Under the Connecticut statutes 
estate taxes are payable pro rata by the 
recipients of taxable property unless 
otherwise clearly provided by a testa- 
mentary direction. The inclusion of the 
value of the corpus of Trust A in the 
taxable estate of the widow is because 
she exercised a power of appointment and 
not because her estate had title to the 
property. The testamentary direction for 
payment of the taxes is limited to proper- 
ty included in the gross estate of the 
testator and does not apply to taxes as- 
sessed against any other estate. 


TAXATION — Estate & Inheritance — 
Inter Vivos Transfers not Subject 
to Burden of Taxes under Will 
Clause 


New Jersey—Supreme Court 


Morristown Trust Co. v. McCann, 118 A. 2d 
16. 
Decedent made several inter vivos 


gifts which upon his death constituted 
a portion of his taxable estate. His will 
contained the following direction: 


“I direct that any and all inheritance, 
estate and that 
imposed upon my estate or any part there- 


transfer taxes may be 
of, or any estate or any interests herein 
given, by the State of New Jersey, or 
any other State, or by the United States, 
shall be paid out of the corpus or princi- 
pal of my residuary estate; * * *” 


After taxes were paid, plaintiffs, as 
substituted administrators c.t.a. and 
Substituted trustees under decedent’s 
will, sought reimbursement of the propor- 
tionate share of federal and state death 
duties from the recipients of the inter 
Vvivos gifts. The Superior Court made 
determinations favorable to plaintiffs 
and donees appealed. ce 

HELD: Reversed. The mere fact that 
a testator directs all death duties to be 
paid out of his residuary estate will not 
of itself cast federal tax burden upon 
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recipients of property not passing under 
will but included in taxable estate. Some 
other manifestation of intent would be 
required to reach this result. Here testa- 
tor had extreme gratitude for donee. 
Additionally, if death taxes were attri- 


buted to transfers, they would have 
represented a cash outlay of over one- 
third the value of the transfers. In 
light of the surrounding circumstances, 
non-probated property could not be com- 
pelled to bear the tax burden attribut- 
able to inter vivos transfers. 


WILLs — Construction — Attorney- 
Client Privilege Survives Decedent 
as to Conversations Preceding 
Drafting of Will 


California—District Court of Appeal 

Paley v. Superior Court, 137 A.C.A. 527 (Dec. 

2, 1955). 

Plaintiff Jay Paley and his wife Lil- 
lian were married in 1906. thereafter 
accumulated a substantial family for- 
tune, and moved to California in the 
middle thirties, where they lived until 
the wife died in 1954. California Pro- 
bate Code Section 201.5 requires that on 
the death of either husband or wife one- 
half of personalty which would not have 
been separate property if acquired in 
California shall belong to the surviv- 
ing spouse, and the other half is sub- 
ject to the decedent’s testamentary dis- 
position. Jay sued his wife’s executor, 
seeking declaratory relief on the follow- 
ing issues: 

1. Was there any community prop- 
erty? 

2. Was there an agreement trans- 
muting it (and any property coming 
within Probate Code §201.5) into sepa- 
rate property? 





3. Was the decedent entitled by Pro- 
bate Code §201.5 to bequeath one-half 
of personalty standing in Jay’s name? 


4. Does Jay succeed to one-half of 
personalty standing in Lillian’s name at 
her death under the same section, de- 
spite her bequests otherwise? (He is 
expressly excluded from her will.) 


The present proceeding arose when 
Jay sought to take the deposition of 
Lillian’s attorney, as to the substance of 
her conversations relating to all these 
matters, limited in some cases—but not 
all—to conversations preceding the prep- 
aration and execution of the will. The 
attorney refused to answer these ques- 
tions on grounds that the information 
sought was 1) inadmissible to construe 
the plain meaning of the will, and 2) 
privileged. 


The trial court held that the evidence 
was inadmissible to vary the terms of 
the will which was unambiguous, and 
that the attorney-client privilege sur- 
vived the death of the decedent in a 
case such as this, where the party seek- 
ing to avoid the privilege (Jay) was not 
claiming under the will or as an heir 
of the decedent but was claiming ad- 
versely to her estate. On petition for 
writ of mandate, 


HELD: 1) the evidence was relevant 
and material because some extrinsic evi- 
dence is always necessary to apply a 
will to the property it seeks to dispose 
of; 2) while the attorney-client privilege 
does survive as against persons claim- 
ing adversely to the estate, it does not 
survive as against persons “in privity 
with” the estate. In this case, since the 
major issue between the parties was 
whether, under Section 201.5, the dece- 
dent’s estate would “absorb” property 
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standing in Jay’s name or would “re- 
lease” to Jay property standing in Lil- 
lian’s name, there was sufficient “priv- 
ity” to enable Jay to avoid the privilege 
as to questions relating to this issue. 
Furthermore, once having avoided the 
privilege as to this issue, he may also 
avoid it as to questions which apply to 
other issues in the case—the existence 
of true community property and of any 
agreement transmuting the character 
of community property. 


NOTE: This case has impact in two 
areas of importance in the administra- 
tion of estates. First, it broadens the so- 
called “scrivener’s rule” to inelude state- 
ments which are not strictly will-draft- 
ing instructions, and to permit scrive- 
ner’s testimony to be admitted irrespec- 
tive of any ambiguity in the will. Sec- 
ond, it broadens the special exception 
under which plaintiff claimed the right 
to pierce the privilege, permitting one 
whose claims are essentially adverse to 
the estate (because they will subtract 
from the total inventory) to avoid the 
privilege because of a connection with 
the estate as an heir. It may have a far- 
reaching effect on attorneys who draft 
wills and the extent to which they may 
refuse, on grounds of privilege, to re- 
veal pre-testamentary conversations with 
the decedent in later actions against the 
estate. 


WILLS — Probate — Instrument 
Valid Although Major Dispositive 
Provisions Are Inoperative 


Oklahoma—Supreme Court 
In re Bewley’s Estate, 26 O.B.A.J. 1775. 

Testator attempted to devise eight vari- 
ous properties, six of which were held 
by him and his widow in joint tenancy, 
and he had sold one devised property 
prior to death. His holographic will con- 
tained no residuary clause, and did not 
dispose of certain personalty, nor the 
homestead, the latter owned by him and 
his widow as tenants in common. Plain- 
tiff, an adult daughter by a previous 
marriage of testator, physically disabled 
by a childhood illness, was devised a 
life estate in two parcels of realty, which 
were among the realty held by testator 

and his widow in joint tenancy. 


The widow, and only heir, other than 
plaintiff, elected to take under the law 
rather than by the will. The only devise 
upon which the will could operate (and 
upon that only in part, due to the 
widow’s election) was a devise to a 
trustee for the life of the widow, re- 
mainder to a crippled children’s hospital. 
Plaintiff objected to the petition for de- 
termination of heirs and distribution by 
the terms of the will, insofar as the same 
was operative, on the ground that testa- 
tor’s intention to provide for his widow 
and child was frustrated by the legal 
impossibility of carrying out the same, 
that the devises by the will were so in- 
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terdependent that if all but one fell, 
that one must also fall, and that distri- 
bution by the terms of the will of the 
portion of the one devise upon which 
the will was operative worked an obvious 
injustice by eliminating plaintiff as a 
beneficiary. 


The probate court held the will void on 
this ground, and decreed distribution 
equally to plaintiff and the widow as 
heirs. The crippled children’s hospital 
appealed to the District Court, which 
vacated the order of the probate court 
and upheld the will as to the one opera- 
tive portion of a devise. 


HELD: Affirmed. 


(1) The testator did not have a plan 
of disposition of his property under which 
the testamentary provisions were so in- 
terdependent that distribution under the 
one valid devise would destroy testator’s 
general plan of disposition. Lack of a 
plan was demonstrated by failure to dis- 
pose, either specifically or by residuary 
gift, of a substantial part of his property 
and by disparity of value in his gifts, 
which negatives any plan for equal treat- 
ment among beneficiaries. 


(2) No intent of the testator to place 
the plaintiff in a preferred position by 
his will was shown. If all the invalid 
devises had been operative, plaintiff 
would have received less than other de- 
visees who would have taken nothing 
through inheritance. 


(3) In the absence of an_ interde- 
pendence of legacies or devises, or of in- 
tent to prefer plaintiff, the statute re- 
quiring the construction of a will ac- 


cording to its terms and also requiring 
the avoidance of an interpretation lead- 
ing to intestacy must govern. 


WILLs — Probate — Signatures of 
Witnesses Must Be Proved 


Massachusetts—-Supreme Judicial Court 


Goodwin v. Riordan, 1955 A.S. 1111; Nov. 7, 
1955. 


The testator was in the Navy at the 
time his will was executed, and the three 
witnesses were also in the Armed Forces. 
One of these was in Court and identified 
his signature, but remembered nothing 
else concerning the transaction. Another 
witness was dead. The third was outside 
the Commonwealth. The case was con- 
tinued to give the proponent a chance 
to get this witness’s testimony. Later he 
stated that he had contacted him in 
Georgia, and then proceeded without his 
testimony. The probate judge disallowed 
the will, and the proponent appealed. His 
argument was that the general presump- 
tion of the legality of the execution of a 
will required its allowance. 


HELD: Appeal dismissed. The burden 
of proving proper execution rested on 
the proponent and required proof that all 
the formal requirements of the statute 
were met. A presumption of proper ex- 
ecution is inferred upon proof of all the 
signatures, even without an attestation 
clause, and even though the living wit- 
nesses can recollect nothing of the cir- 
cumstances. A witness outside the juris- 
diction need not be called if proof of the 
genuineness of his signature is offered, 
but the will may not be allowed without 
proof of the signature of the witnesses. 
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He knows what you’re talking about! 


Discuss the problems of accumulating and 
distributing an estate... and your Connecticut 
General representative can add a lot of helpful 
advice to the conversation. 


Because he is thoroughly familiar with personal 
and estate insurance, business insurance and 
pension plans, his opinion is highly valued by 
many trust officers, attorneys and accountants. 


Take advantage of his experienced, analytical 


approach by inviting him to your next meet- 
ing. His wide contacts and activities may 
prove to be a source of new business as well. 
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General Life Insurance Company, Hartford. 
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